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_ Current Stock Option Plans 
+) Stock option plans have been popular in this country since 

| the end of World War I. One study estimates that even dur- 
ing the decade 1928-38 “possibly 25% to 35% of the listed 
corporations adopted an employee stock option plan at one 
| time or another.” However, after the 1950 tax law established 
| that profits from the sale of stock could be considered as 
| capital gains, a virtual flood of options resulted. Since 
_ then the popularity of the option has never flagged. 

| Today’s plans, however, differ somewhat from those 
- adopted in 1951. “Current Stock Option Plans,” beginning 
on the next page, examines changes in the option formula 
_) with respect to limits on the life of the plan, eligibility of 
employees, the per cent of outstanding shares used for op- 
| tions, and the option price. The article also includes a descrip- 
tion of the basic characteristics of the individual option 
| agreement. 


Arbitration on “Plant Practices” and Contract Issues 
An authority on labor relations recently wrote “arbitration 
must be viewed as a facet of the collective-bargaining process, 
reinforcing it, supplementing it, but, in any case, subordinate 
| to bargaining.” The experience of the Pittsburgh Plate Glass 
| Company indicates a change in this approach. 

The company and the United Glass Workers found them- 
_ selves locked in a four-month strike and unable to negotiate 
_a settlement. One of the key issues in the tie-up, as in the 
| current steel strike, was the question of local work rules, or 
“plant practices.” Finally, following the old proverb which 
advises that it is better to bend than to break, both parties 
| agreed to arbitrate. In this situation arbitration was used not 
for interpreting existing contract clauses but for creating new 
ones. The article on page 274 examines the awards of the 
Arbitration Commission and its handling of the “plant prac- 
tices” issue. ; ~ 
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| Compensation Practices for Employees 
__ in Foreign Operations 
| An equitable salary structure is no easy matter for any 
company to attain, as has been documented many times. 
/But when compensation in an overseas installation is con- 
sidered, the problems proliferate. In most instances, the com- 
pany is dealing with both United States expatriate employ- 
ees, who are generally paid in terms of U. S. salary levels, 
and foreign nationals, who receive their own country’s going 
rates. This means that different salaries may be paid for 
essentially the same job. h 

Then there is the matter of fringe benefits. Does the ex- 
patriate get the same fringes as his counterpart at home? 
Or is there an attempt to integrate the fringe benefits of 
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foreign nationals (often determined by the country’s laws) 
with expatriate benefits? 

Also, for the expatriate employee the company must de- 
termine such extras as the special overseas premium and the 
cost-of-living allowance granted in many areas. 

All these and many more aspects of “Compensation Prac- 
tices for Employees in Foreign Operations” are discussed in 
the Round Table starting on page 288. Three companies’ 
programs are highlighted. 


Business and the Political Process 

A prominent civic leader recently inquired: “Business has 
been in politics for a long time . . . then what is new about 
the current business-into-politics movement?” For one, 
Charles A. Taft concludes, the scope and extent of the cur- 
rent campaign to induce participation is new. It has reached 
such proportions that “one nationally known corporation has 
trained a battalion of 500 executives to spread the gospel of 
company views on public issues.” 

But does business in general agree with this emphasis? 
What are the pros and cons of corporate political activity? 
What kind of action is best? What can the top executive do? 
How can employees be motivated to become active? Are 
there any legal restraints to company participation? These 
are some of the questions discussed by 198 business execu- 
tives participating in this month’s survey of business prac- 
tices. For their informative responses, see “Business and the 
Political Process,” starting on page 278. 
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Hiring the Handicapped 

Pre-employment testing, as was pointed out in the last 
issue of the Management Record, is a 'standard procedure in 
many firms. The careful use of tests, it is believed, will 
eliminate the below-par applicant before he ever gets on 
the payroll. 

This may be true, but perhaps some potentially excellent 
employees may also be lost because of certain preconceived 
ideas of what a job requires. At any rate, one company that 
does no testing of applicants has had phenomenal success. 
All it asks is that the potential employee really want the 
job. If there is sufficient motivation, the company believes, 
the individual will make a good employee, regardless of lack 
of experience or severity of disability. 

This philosophy has proved itself at Abilities Inc—a 
company that hires only the severely handicapped. It has 
grown from a four-man venture in 1952 to an operation whose 
400-odd workers produced more than $2,100,000 worth of 
business last year. The article, starting on page 283, details 
the many safety features the company has provided and how 
it has gone about motivating employees to produce at top 
efficiency. 


Current Stock Option Plans 


This analysis of ninety-six restricted stock options shows the basic characteristics 
of these plans that have been so widely accepted by industry in recent years 


ROBABLY no component of executive compensa- 

tion has been accepted so quickly by so many 
companies as the “restricted stock option.” These plans 
got their lease on life in September, 1950; by the time 
the spring meetings of stockholders were over in 1951, 
eighty-five plans had been filed with the New York 
Stock Exchange. 

By the end of 1958 there probably were at least 600 
manufacturers and some 200 nonmanufacturing es- 
tablishments listed on the New York and American 
Stock Exchanges with a stock option plan.? In addi- 
tion, an uncounted number of closely held corpora- 
tions have adopted these plans. 

A recent study of the Board indicates that these 
stock option plans have been widely accepted in 
nearly all industries, and in small companies as well 
as large. For example, with the notable exception 
of gas and electric utilities, stock option plans are 
about equally common in the five major industry 
groups shown below: 

% with Stock Option 


Industry Group Total Companies 


Manufacturing: Yi-20).20n 5384 17% 
Reta itrade®... tsa Be 32 75 
Binance’ eich a i eee 18 67 
Transportation!) .a.4eissece 46 63 
AMT | ee et Soe and 16 63 
Gas & electric utilities ............ 73 15 


1Other than banks and insurance companies. 


Somewhat more variation is displayed by the twelve 
manufacturing industries for which data are relatively 
extensive: 


Industry Total, Companies % with Stock Option 
Fabricated metals ................04 26 92% 
Electrical machinery ................ 39 90 
Raper ii eo. icew emu ostame asta 23 83 
(Chemicals axcu ats 50 82 

ERR RR RETIN Sd 38 719 


Petroleum 


1See Toe ConrerENcE Boarp’s report, “Executive Stock Owner- 
ship Plans,” Studies in Personnel Policy, No. 120, p. 7. 

*This information was collected as part of the recently published 
report, “Compensation of Top Executives,” Studies in Personnel 
Policy, No. 173, in which all companies on the New York and 
American Stock Exchanges were contacted. The data on prevalence 
are based on the information supplied by some 700 companies. The 
estimate of the total companies on these two exchanges that have 
a plan is derived by applying the percentages based on the 700 
cooperating companies to the entire roster of listed companies, 
taking into account for manufacturing the sales volume of listed 
companies. 
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Textiles & apparel .................... 18 78 
Prmary metals. s.cice eee 54 76 
Machinery hie. -3a2< sie 77 75 
Transportation equipment ...... 65 15 
Stone, clay & glass... 29 69 
POod Rice. eye iecae te ae 56 57 
Other manufacturing ................. 59 78 


The information received from the 534 manufac- 
turing companies indicates that whether or not a com- 
pany has a stock option plan depends to some extent) 
on its size, as measured by its sales volume. For in- 
stance, 86% (sixty-nine) of the eighty manufacturers 
with sales over $400 million reported a stock option 
plan; 81% (230) of the 284 companies with sales of 
$50 million to $400 million had a plan; only 65% 
(110) of the 170 manufacturers with sales under $5 
million had a stock option plan. 


THE NINETY-SIX PLANS 


Almost one out of every four of the nearly 500 com- 
panies that reported a stock option plan in “Compen- 
sation of Top Executives” sent the Board a copy) 
of the plan for analysis.1 These ninety-six plans 
which were in effect at the end of 1958 are used in this 
article to demonstrate the basic characteristics of cur-| 
rent stock option plans for management.” Perhaps it 
should be noted here that not all the plans cover all 
the information that the Board is analyzing. There- 
fore, the ninety-six-plan total can rarely be used for 
any particular aspect of the plans. The total is alway 
in terms of the number of plans actually covering the 
specific point under investigation. ; 

Wherever possible, these current plans are coms 
pared with the group of plans studied by the Board 
in 1951, when stock options were just getting started. 

At least eight of the ninety-six plans are the second 
plan in a company, and another eight are initial plans 
that were amended in 1957 or 1958. The date of adop- 
tion (or date of last amendment) of the eighty-nine 


*Excluded are a number of companies with a plan designed for 
all employees or all clerical employees. These will be analyzed in . 
subsequent issue of the Management Record. | 

*Fifty-one of these ninety-six plans were submitted by manufac, 
turers of hard goods, and another thirty came from nondurable) 
goods manufacturers. Only fifteen plans are from nonmanufactur-, 
ing: seven utilities, five transportation companies, two retail 6 
tablishments, and one finance company. 


MANAGEMENT neem 


: 


plans which provided this information is shown here. 


i (SO Lilet een Avast | L956 re, 13 plans 
| Cea 11 O56 Pee a7 
1958 3 OST Uae 19 
BM TO54 oc 5 Oe ae AT, et 17 


| Although the evidence is by no means conclusive, 
/ specifying a definite number of years during which the 
_ plan is to run seems to be a more common practice in 
recently adopted plans than in the earlier ones. For ex- 
sample, 78% of the eighty-six plans adopted in late 
> 1950 and early 1951, which were analyzed in the earlier 
if study, did not set a definite limit to the life of the stock 
_ option plan. But only forty-one of the eighty-five plans 
» for which information is available in the current study 
' are of this type. Furthermore, thirteen of the twenty- 
_ three plans adopted prior to 1955 have no limit, but 
| only twenty-eight of the sixty-two adopted in 1955 and 
{ later do not set a specific termination date. 

Among the forty-four plans in which the life of the 
plan is spelled out, the limits are as follows: 


4] 


ah SiS AU AG area te neces 2 plans 
SHETTY ez NE a met ee Rete te Team 26 plans 
f MaVeatignmerancns, AW) Oty. tee, th, 1 plan 
; “AU BAUS ESTES: 0 Fc SMR oe pet 15 plans 


Only two of the ten plans adopted prior to 1955 that 
limit the life of the plan set the duration under ten 
: years. But twenty-seven of the thirty-four plans 
\ adopted in 1955 or later set the duration under ten 
! years, usually at five years. 


THE ELIGIBLE EMPLOYEES 


Typically the stock option plan does not define in 
any precise way which employees are to be offered 
stock options. Practically all use some variation of the 
/ following clause: 


a SE + 


q “The purpose of this plan is to provide a means whereby 
| those persons upon whom the major responsibilities of the 
| successful administration and management of the company 
| rest can acquire the advantages of the incentive inherent 
| im stock ownership on the part of full-time, salaried officers 
_ and key employees.” 


Just how broadly the term “key employees” is to be 
applied in a specific company depends entirely on the 
/jyudgment of the stock option committee which ad- 
| ministers the plan. 

A few plans specify some minimum amount of serv- 
| ice for eligibility; i in this study the three plans that do 
‘this require one or two years of service prior to the 
‘granting of an option. Somewhat more common is the 
| specification of a maximum age; ten companies do this. 
| In three plans the employee must be under sixty-five 
| to be granted an option; in two plans, under sixty-four; 
| and in another two plans, under sixty. In one plan 
‘each, the employee must be younger than seventy, 


| “Invariably the members of this committee, usually members of 
| the board of directors, are ineligible for option grants. 
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sixty-three or sixty-one respectively. One plan speci- 
fies a minimum salary of $15,000 per year (in addition 
to ten years of service and under age sixty). 

Obviously the document outlining the stock option 
plan is of very little help in answering the recurring 
question, “how far down into the management and 
supervisory group does the company’s plan go?”’ How- 
ever, some idea of the scope of the plan can be ob- 
tained from the number of employees who have been 
granted an option at any particular time. This is 
shown below for the fifty-seven plans for which this 
information was available; these data are compared 
with similar data in the 1951 study:? 


Companies by Total Employment 


Total 1,000 to 10,000 or 
Companies 10,000 more 
Number of 
Participants 1958 1951 1958 1951 1958 1951 
Under 20 12 6 5 — 7 
20 to 30 .. 10 8 Wf — 3 
80 to 50 .. 13 12 10 vf 3 
SOMONE. hie eee est 6 4 3 4 3 
75 to 100 4 g 1 — 3 
100 and over 8 2 4 12 4 
Pca leer se 57 53 34 30 23 23 


Although the small number of cases makes a firm 
generalization hazardous, it appears that among the 
larger companies (those with 10,000 or more em- 
ployees) the number of employees participating in 
the plan has increased appreciably since 1951. In that 
year, all but four of the twenty-three plans in com- 
panies this large were limited to less than 100 people; 
in 1957, only half of the plans covered these few. On 
the other hand, among the companies with 1,000 to 
10,000 employees, the number of participants has not 
changed noticeably since 1951.? 


OPTION STOCK: ITS PRICE AND AMOUNT 


The most common source of company stock used 
for the stock option plan is authorized stock which 
has not been issued; only four of the seventy-four 
plans for which information is available do not men- 
tion authorized unissued stock as a source of option 
stock. In twenty-six plans, only authorized but unis- 
sued shares are used. But in forty-four plans, reac- 
quired stock held in the company treasury also can be 
used for stock option purposes. In three plans, only re- 
acquired shares are used for option, and one company 
“imtends to purchase shares on the open market, as 
needed for the plan.” (Eight other companies specifi- 


*In most cases the number of participants is for the fiscal years 
1957 and 1950. In some plans the maximum number allowed is 
indicated; this is used regardless of actual participation whenever 
possible. 

? In 1958 the fourteen plans that covered 100 or more participants 
include six with 100 to 200 participants; two with 200 to 300 partici- 
pants; three with 300 to 500 participants, and three with 1,000 to 
2,000 participants. These last three plans are in two companies with 
about 15,000 employees and one with 46,000 employees. 
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cally mention that the stock option committee may 
purchase shares on the open market if needed.) ! 

The number of shares of stock which any company 
reserves for stock option purposes depends on any 
number of factors, of course. Probably most important 
are the estimates of the number of executives who 
are going to be granted options and the maximum 
shares to be granted each. To this, each company 
must add estimates of probable unexercised options, 
possible expansion of the initial group given options, 
the company stock ownership pattern among eligible 
executives at the time the plan is adopted, as well as 
any changes in this pattern that may be the result 
of the option plan, and innumerable calculations of 
“stockholder relations.” 

As a result, the variation in the number of shares 
reserved for option is quite large, ranging in this 
study from one plan with only 6,000 shares set aside 
to one with 21% million shares reserved for option pur- 
poses. The option reserve among the eighty-eight 
plans for which information was available is sum- 
marized below: 


No. of 

Reserved Shares Plans 
Winderb 0000 peck epee et eeeen mee 17 
SOOO 100,000) 4 .goe ee Hf 
100;000'te' 200.0008 ork 5 ele meen ae 20 
200;5000'to'S00000' 4. el tek eae 8 
S00{000'to 400/000 Mint ea 5 
Z00000to:500/000 ia fee. one G 
500;000iand overt. aeons 8 

ROTA rrtieces coe cee ee oe ee 88 plans 


For fifty-three of the plans it was possible to com- 
pare the amount of stock reserved for option with the 
number of employees to whom options had been 
granted at the time of the 1958 stockholder meetings. 
As Table 1 indicates, there is at least a rough rela- 
tionship here. 


*The sources of stock noted in the Board’s 1951 study fall into 
about the same pattern as indicated here. However, six companies 
in the early study used stock from a new issue, a possibility not 
mentioned in the current plans. In both studies, stock from options 
not exercised or otherwise forfeited invariably can be used again in 
the plan for future option grants. 


Table 1: Relationship between Shares Reserved for Option Ai 
and Number of Employees Granted Options! 


Number of Shares . Total 
Reserved 


Wader'S0:000 Ste Rep Nar yee ren tae cee 
50,000 to 100,000 
100,000 to 200,000... 
200,000 to 300,000 
300,000 to 400,000 
400,000 to 500,000 
500,000 and over 


Whatever the factors taken into consideration by} 
individual companies in determining the amount of| 
stock to reserve for option, the results of these deci-| 
sions can be compared from one company to another} 
by observing the relationship between the total out-| 
standing shares and the amount reserved for option. 
As Table 2 indicates, in the seventy-eight plans for | 
which this information was available, the option re-| 
serve ranges from less than 1% of company stock up| 
to 15%. However, only nineteen plans require more| 
than 6% of outstanding shares for option purposes, | 
and eleven of these have less than one-half million | 
shares of outstanding stock. This points up the fact, | 
illustrated by the table, that the larger the number | 
of shares outstanding, the smaller the proportion re- \ 
served for option tends to be.1 iq 

For the most part, the stock option committee can | 
allocate to participants the stock reserved for option | 
at any time during the life of the plan. But six plans | 
spell out limitations on this power of the committee: | 


e In one plan no more than 50,000 of the 70,000 | 
shares can be used for the initial grant of options. | 
In one plan no more than 25,000 of the 30,000 | 
shares can be granted in the first year of the plan | 


and no more than 1,000 shares can be granted in | 
any year thereafter. 


e In one plan the 600,000 shares must be offered in | 


equal amounts in each of the five years of the | 
plan. 


The other three plans set a limit on the per cent | 
of shares that can be allocated in any one year: 
20%, 40% and 60% respectively. 


The Option Price 


Sixty-eight of the ninety plans for which informa- 
tion was available provide that an option ean be | 
offered at “not less than 95% of the fair market value 


* Although the number of plans is too small for a firm conclusion, | 
the per cent of outstanding shares used for options does not appear | 
to differ significantly from that reported in the 1951 study—when | 
these percentages are compared for companies with comparable | 
amounts of outstanding shares. f 


Plans, by Number of Employees Granted Options 


Under 50 to 100 to 150 to 200 and 
50 100 150 200 Over 
9 1 — _— —_— 
13 4 — 1 —_ 
4 3 — — 1 
1 2 1 1 _ 
2 1 —_— — 2 
1 _— 1 = 1 
1 if —_— 1 3 
31 10 2 3 tf 


1 Employees granted options at the time of 1958 stockholder meeting or, if stated, the maximum participation allowed. 
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, Table 2: Relationship between Total Outstanding 
Stock and Per Cent Reserved for Options 


Companies, by Total Outstanding Shares 


1 million 3 million 
| % Reserved Total Less than to 


| 5 million 
for Option Plans 


0 
1 million 3 million 5 million and Over 


wl | o 


ry 
ov 


I 1 1 | Meer orm 


 ~ 1 69 W Pe 
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fo) 
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> 
me | 
lee) 
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210% in one plan, 11% in another. 
> 10% in one plan, 15% in another. 


| of the stock”; only eight specify that it must be of- 

' fered at this price. 

| Another fifteen plans set the price at 100% of 

fair market value (though three say “not less than 

100%’) 1 

_ The remaining seven plans specify that the option 

price is to be “not less than 85% of fair market value,” 
and two of these state that it must be 85%. 

| The seventy-four plans analyzed in 1951, in which 

_ the option prices were stated, fit a quite different pat- 

/ tern than the one described above. 


e 35% (twenty-six) set the price at 100% of market 
e 40% (thirty) set the price at “not less than 95%” 
© 257% (eighteen) set the price at 85% of market 


| The “fair market value” of option stock is deter- 
“mined in a variety of ways, although 40% of the plans 
‘do not spell this out but leave it to the discretion of 
_ the stock option committee. Among the fifty-six plans 
that define fair market value, twenty-seven use the 
closing price of the stock on the day the option is 
‘granted. Twenty use the average of the high and 
low price on the day of the grant. In seven plans 
the highest price on the day the option is granted is 
specified; one plan uses the opening price on the day 
/ the option is granted; and, in one plan, the average 
) closing price in the month prior to the option grant 
“is specified. 


_ * These include the four railroads in the sample. Until 1956, the 
| Interstate Commerce Commission would not approve plans offering 
| stock at less than full market value. See “Railroad Stock Option 
| Prices,” Management Record, October, 1956, page 363. 
| ? This, of course, is the lowest price that can be offered if the 
| plan is to qualify as a restricted stock option (aside from the special 
|limitation of not less than 110% of market imposed on any par- 
| ticipant owning more than 10% of the voting stock). An option 
| exercised at less than 95% of market gets less favorable tax treat- 
“ment at the time of sale than one exercised at 95% or more of 
market. In the latter case, the entire difference between cost and sale 
| price is taxed as a capital gain. In the case of an 85% option, the 
difference between the option price and the market value at the 
| time the option was granted (or, if less, the market value at the time 
of disposition) is taxed at ordinary income rates; only the balance is 
| taxed as a capital gain. 4 


i 
| 
i 
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Of special interest is the fact that four of the plans 
in this study have incorporated the “modification pro- 
vision” of the Revenue Code which allows the reduc- 
tion of prices in outstanding options. Under this 
provision the option committee can reduce the original 
option price if the monthly average over the twelve 
months immediately preceding the date of modifica- 
tion is less than 80% of the fair market value on the 
date the option was originally granted. In three com- 
panies, the modified price is set at not less than 95% 
of the market value on the date of modification; in 
one, it is set at 100% of the modification date price. 


THE INDIVIDUAL OPTION 


Although the stock option committee has consid- 
erable discretion in determining which key employees 
shall be granted options as well as determining the 
date and the stock price, all but six of the sixty-eight 
plans for which information was available specify the 
maximum shares that can be optioned to any one in- 
dividual. This ranges from less than 350 shares in one 
company up to 35,000 shares in another. The maxi- 
mum shares for an individual option are shown below: 


_Maximum Shares Plans 
ECO to/ 51000) iia ett a ee le a 10 
S OVO O O00 Oke. ares) noe ag ede 19 

LOSOOO MOST OOCO es cr ye te ak ee ees 16 
POO00 TO SS,O00 tere ei cree 9 
Depends an salary 0. lots ean 5 
Depends on position 7720) Poise Peas A 8 

NCTE A NON naedee NegN Aie 63 


In two of the plans where the maximum option 
depends on the position of the executive, all partici- 
pants except the president are limited to 5,000 shares; 
the president is limited to 20,000 shares in one plan 
and 25,000 in the other. In the third plan of this type, 
department heads can receive up to 1,500 shares, 
while lower supervisory personnel are limited to 500 
shares each. 

The five plans in which the salary of the executive 
is a factor use the following methods for setting the 
maximum shares which can be allocated: 


e In one company an executive can be granted no 
more than three shares per $100 of salary on 
the date of the grant—this to be multiplied by 
the number of years remaining in the life of the 
option plan. 


e In another company the maximum number of 
shares in the “initial offering at the inception of 
the plan” is equal to 5% of the annual salary 
of the executive on the date of the grant. Thus 


(Continued on page 302) 


*For a detailed description of this method as well as others de- 
signed to handle the problems arising out of a falling price, see 
“Preserving the Incentive Value of Stock Options,” Management 
Record, January, 1959, page 2. 


Arbitration on “Plant Practices’ 
and Contract Issues 


FTER a strike which had begun last fall and had 

lasted over four months, the Pittsburgh Plate 
Glass Company and the United Glass Workers, 
AFL-CIO, signed an agreement (which became effec- 
tive on February 16, 1959, after ratification by the 
employees) to submit to arbitration certain issues 
that they had found themselves unable to resolve by 
negotiation. The agreement to arbitrate, written out 
in the form of a supplement to the main contract, 
stated in its opening phrases that “as a part of the 
strike settlement, the company and union have agreed 
to submit certain issues for final and binding decision 
by a three-man arbitration commission.” 

To labor relations practitioners, the agreement has 
special significance because it represents a departure 
from the generally held view that arbitration is a 
suitable technique for resolving differences over the 
interpretation of existing contract clauses, but not 
for creating new contract clauses. New contract provi- 
sions are regarded as strictly a matter for negotiation 
between the parties themselves. In contrast, in this 
case, the arbitrators said in one of the proceedings: 
“We are writing the language of the new agreement 
at the parties’ direction.” 

Another reason for interest in this agreement is 
the fact that the issues left to arbitration largely 
involved plant practices which, as the result of 
custom or local agreement, gave to the company’s 
employees certain privileges over and above those in 
the collective bargaining agreement itself. 

With respect to the Pittsburgh Plate Glass Com- 
pany, the binding character of such practices, whether 
formally or informally established, had been dis- 
cussed in a 1953 arbitration proceeding in which the 
arbitrator had said: 


“What the parties ‘agreed’ to represents all that is 
written into the document, plus all other documents in 
effect at the time the agreement is signed (and of which 
there are a multitude in this particular relationship) , 


+The Arbitration Commission established pursuant to the agree- 
ment and consisting of three members, designated as impartial, con- 
sists of Paul N. Lehoczky, chairman, Charles A. Myers and Patrick 
J. Fisher. Dr. Lehoczky is head of the industrial engineering depart- 
yment at Ohio State University and also serves the company and 
union as their permanent contract arbitrator. Dr. Myers is director 
of the industrial relations section of the Massachusetts Institute of 
'Technology. Mr. Fisher is an attorney at law in Indianapolis, 
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plus all bona fide unwritten ‘local agreements’ 
established practices, plus any other arrangements 
(individual, local or national) mutually arrived at in} 
good faith.” 


Substantially the same binding effect is achieved 
in some labor contracts by a specific clause (absent} 
from the Pittsburgh Plate Glass contract) which} 
assures workers the benefits of specially arranged| 
“plant practices.” An example of such a clause is: | 


“Should there be any local working conditions in effect! 
which provide benefits that are in excess of or in addi-| 
tion to the benefits established by this agreement, they! 
shall remain in effect for the term of this agreement.” 


FACTORS IN THE COMPANY'S DECISION 


The company’s recourse to arbitration for arriving! 
at certain new contract clauses was not taken without 
careful thought. 

In fact, the company reports it has sixbmnitical 
fundamental issues to arbitration in the past. In 1947, 
the company signed an agreement with this union,| 
covering the same bargaining unit, to submit to! 
arbitration the issue of a general wage increase at 
a reopening of the contract. One of the members’ 
of the present Arbitration Commission, Charles A. 
Myers, was selected as the arbitrator and the hearings | 
actually started. However, the issue was successfully 
negotiated during a recess in the hearings and oe 
arbitration was not concluded. 

In the present situation, the company reports | 
that both its firm position during the negotiations 
which ended in a strike and its willingness to arbitrate, 
certain basic issues were prompted primarily by the 
excessive costs that various practices had forced the 
company to assume. These costs, according to a 
company spokesman, were threatening the company’s” 
ability to compete with other glass manufacturers. 
When the related issues came up in arbitration later, 
the company asserted that the various local agree- 
ments and practices in which it had acquiesced 
in the past substantially hampered its attempts” 
to install more efficient methods and to increase 
productivity generally. | 

As a matter of fact, in an arbitration proceeding 
in 1953, the arbitrator found that the company, as a 
result of its “practice of long standing, gave away 
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its right to unilateral speed determination . . . and 
has so far been unable to bargain it back.” In 1959, 
when the Arbitration Commission got its hearings 
under way on the issue of speeds of operation, the 
‘company candidly stated its need to “recapture” 
rights which it admitted having bargained away in 
past years. 

_ Of the four most important issues submitted to 
arbitration, three have already been resolved. These 
are: speeds of operation and restrictions on produc- 
tion; operation of the incentive system; and seniority 
“rules at the plant in Creighton, Pennsylvania. 

The fourth major issue, manpower cuts, is in process 
of arbitration at this writing. 


THE SPEEDS CONTROL ISSUE 


Back in 1946, a controversy over bonus payments 
i had come before Arbitrator Maxwell Copelof. 

The company charged that workers in the grinding 
and polishing departments of three plants had 
engaged in a slow-down by refusing to produce in 
excess of the output normally required to earn the 
basic hourly rate. The union, on the other hand, 
"contended that the workers had merely exercised the 
iright to refuse to earn an incentive bonus, while 
continuing to maintain the output needed to earn 
the basic rate. The union thus denied having engaged 
in a slow-down. 

The issue had been precipitated when a speed- 
‘control operator obeyed union instructions to reduce 
‘machine speed to the point necessary to cover the 
\“base rate of pay before bonus earnings begin.” 
As a result, output was reduced some 12% to 15%. 

__ According to the arbitrator, the company admitted 

‘that in the past it had not required workers who had 
‘been on straight hourly rates to accept incentive 
“rates, on the theory that it was their prerogative 
‘not to accept an opportunity to earn more by produc- 
jing more than was customary. The company argued 
\that this was quite different from the situation where 
the bonus rates had been in effect for an extended 
\period of time. 


Company Wins One Point but Another Issue Arises 


The arbitrator decided that, in the case at hand, 
‘since the workers were reducing output from a 
customary level for which they were being paid a 
base rate plus an incentive rate, they were engaged 
|m a slow-down. However, he went on to say that 
jemployees, either individually or collectively through 
ithe union, could refuse to increase output (for 
Incentive pay) whenever the company first proposed 
the idea, and such a refusal would not constitute 
|a slow-down. 


|The 1953 Arbitration on Line Speeds " 


The arbitration award handed down in 1953 on 
line speeds figured materially in the problem as it 
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finally came before the Arbitration Commission this 
year. 

The controversy in 1953 resulted from a unilateral 
decision by the company to speed up a laminating 
conveyor in its Creighton plant. The company’s 
action, as Arbitrator Paul N. Lehoczky affirmed 
later, was prompted by a desire to provide better 
spacing between pieces of glass and thus avoid chip- 
ping and breakage; and, according to the arbitrator, 
no increase in output was intended. 

The operation had been on an incentive pay system 
for some time; a “customary” speed was well estab- 
lished; and the record of earnings and of production 
had been mutually accepted. 

The arbitrator found that, because no increase in 
output beyond the customary amount was intended, 
no increased speed of production had occurred in a 
genuine sense, and the company had not violated its 
“agreement” to consult the union. However, he also 
found that “the union had proved its right to bilateral 
control over speeds when an increase in speeds results 
in aN increase in output” beyond the normal levels. 

Thus, although the company won the actual case, 
its victory was qualified. The second finding made 
by the arbitrator had gone against the company. 
Although the master agreement gave a measure of 
freedom to the company to alter line speed, the 
company had followed an established practice of 
consulting with the union before raising the speed 
of a line from its “customary” level. For this reason, 
said the arbitrator, the company had given up its 
right to make unilateral speed determinations in 
such situations. And it was not until the 1959 
arbitration hearings that the company regained this 
right, with certain limitations. 

The 1959 arbitration award permits the company 
to make the initial determination of speeds but 
requires it to give the union an opportunity to raise 
objections. The company is free to install the in- 
creased speeds only for a trial period of three weeks. 
If there is no agreement with the union at the end 
of this time, the speeds must be returned to the 
original levels and the company may submit the 
dispute to arbitration, with priority to be given to 
the controversy in the arbitration procedure. 


THE INCENTIVE ISSUE 


Incentives have been in effect in the older glass 
plants of the company for many years. Gradually, 
over the years, according to the company, costly and 
wasteful practices had crept into the operation of 
the system. Such practices, the company felt, could 
no longer be continued, especially in view of the 
serious competitive situation which confronted it. 

One of the most serious abuses in the administra- 
tion of the incentive system, in the company’s view, 
was the delay involved in establishing incentive rates 
on changed jobs or operations and on new patterns 
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introduced into an operation already on incentive. 
Under the old labor contract, in setting a system of in- 
centive rates in changed jobs, the company could not 
put the new rate into effect until the union had an op- 
portunity to make a study of the job (to check the 
company’s conclusions) and to discuss that study 
with the company. 


In addition, even when new patterns were introduced 
into an operation already on incentives, the union ob- 
jected to the use of standard data in the setting of 
new rates and asserted both the right to make its 
own “check” studies and to have them considered 
prior to the installation of new rates. According to the 
company, this led to repeated delays of weeks, and 
at times of months, in the installation of new rates. 


Also, when new patterns were introduced into 
an incentive operation, or changes were made in an in- 
centive operation, employees were paid at “average” 
until the new incentive rates were installed. This 
meant, reported the company, that, regardless of their 
production, until the new rates were installed they 
were guaranteed earnings equal to those they had 
received while working on the old incentive rates. 

The result was, reportedly, that the installation of 
new incentive rates was frequently put off by the 
failure of the union to promptly complete its studies. 
The company asserted that during this period, al- 
though it was paying the employees average incentive 
earnings, production of the employees almost invari- 
ably dropped substantially, often even below the pro- 
duction required to earn the base rate. 


The company’s view was that even after new rates 
on changed jobs or new patterns were installed, em- 
ployees often continued to limit production until the 
rate was agreed to, or until an arbitrator handed 
down his award on the rate, and this was so even 
though an increase in the rate ordered by the arbitra- 
tor was invariably applied retroactively. 


These defects in the administration of the incentive 
system and the glass customers’ insistence on prompt 
delivery combined, according to the company, to put 
it under constant pressure to reach agreement with 
the union upon incentive rates so that production 
would not be delayed. The company has said that the 
inevitable result of this situation over the years was 
the development of incentive rates higher than would 
have resulted otherwise. 

The Arbitration Commission’s award with respect 
to this situation provides in general as follows: 


1, On a changed job or new pattern, the com- 
pany has the right to put the new rate into effect 
without waiting for the union to make a “check” 
study. 


2. Employees working on “average” are ex- 


pected to perform at the rate of effort expressed by 
the level of average in question. 


3. Employees working on disputed rates are ex- | 
pected to put forth a work effort commensurate | 
with the rate being paid. 

4. The right of the company to use standard | 
data in setting incentive rates is affirmed. 

5. The company decides whether a given soll i 
will be placed on incentive, although a decision not | 


the union through the arbitration procedure. 


Two of the findings that specifically refer to the use | 
of the grievance procedure by the union state: 


“(e) In setting incentive or bonus rates on new or} 
changed jobs or operations, the company will make the } 
necessary studies and determine the payment plan to be { 

used and the incentive or bonus rates to be applied. Ta i 
cussed with the union-in an effort to reach agreement on | 
the new rates. If no agreement is reached, the rates pro- 
posed by the company will be put into effect, and the }) 
union, if aggrieved, will have the right to process its I 
grievance through the grievance procedure. Hie } 

“(d) If a pattern, part or size not on incentive or | 


incentive or bonus, is introduced into an incentive opera- } 
tion, the company will determine the incentive or bonus } 
rate to be paid, either from a time study, available stand- | 
ard data or a combination of both, and will promptly put 
such rate into effect, notifying the departmental grievance 
man of the action taken. Prior to the date the company 
puts the rate into effect, incentive operators working on 
such pattern, part or size will work on average. If the | 
union objects to any such rate, including the propriety of 

the application of standard data, such objection may be ; 
processed through the grievance procedure. . . .” ‘ 


THE SENIORITY ISSUE 


Over the years, the seniority rules at the company | 
Creighton, Pennsylvania plant had developed to the} 
point where, according to a company spokesman, they 
were creating serious operational problems and result- | 
ing in substantial unjustified costs. f 

After a sharp disagreement between the company | 
and the local union on a different issue, the local | 
union’s president wrote to the company in June, 1957, | 
canceling all local agreements relating to the applica- | 
tion of seniority rules. The company concurred in the | 
cancellation. i 

a 


j 


i 


The company and union then tried to reach a new 
agreement on seniority rules. But when the attempt | 
failed, the company installed a system of rules which, 
though substantially different from those in effect be-— 
fore the cancellation, were, nevertheless, in the com-_ 
pany’s opinion, consistent with the provisions of the | 
labor agreement. . 

In the arbitration case that followed, the award — 
stated that the company’s action had been valid | 
under the terms of the master contract. In a still later 
arbitration proceeding in April, 1958, the same arbitra- | 
tor, Paul N. Lehoczky, affirmed his earlier ruling that™ 
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‘the cancellation of local seniority rules had resulted 
from an actual agreement of the parties; he affirmed 
that the only “limitations remaining upon company 
(as far as seniority rights are concerned) are ex- 
\pressed in the master agreement.” 

| In this 1958 arbitration proceeding, twelve repre- 
jsentative grievances out of over 3,000 filed were pre- 
| sented by the company and union, thereby testing the 
validity of the rules under the master agreement. The 
jaward which was handed down required only one 
‘minor change in the rules. 

In the labor contract negotiations preceding the 
strike last fall, the union, especially the local union 
_ at the Creighton plant, demanded that the seniority 
‘rules installed at Creighton by the company in the 
fall of 1957 be terminated and that the prior rules be 
‘reinstated. But the commission, in its award, upheld 
the bulk of the seniority rules installed by the com- 
pany in 1957, although it did make a number of modi- 
_ fications in those rules. 

Some of the more important findings of the com- 
‘mission on the seniority issue are: 


1. The so-called practice of “instantaneous” sen- 
iority was eliminated. The practice of “instantane- 
ous” seniority involved the filling of vacancies 
(even for very short periods, such as a part of a 
shift) on the basis of seniority. This involved much 
costly delay and confusion, according to the com- 
pany. The rules set forth in the award of the com- 
mission provide that the company will have the 
right to fill temporary openings by assignment for 
a period of three days or less without regard to 
seniority. The company’s rules had provided for a 
longer period of assignment. 

As the commission expressed it “the first and 
foremost purpose [of seniority] is to give employees 
job security—not the right of job selection, espe- 
cially for temporary openings. In preparing the re- 

_ vised rules the commission has been guided by that 
primary purpose, as well as the need to eliminate 
wasteful practices.” 


2. The rules as approved by the commission 
reinstated competency as a-criterion in the filling 
of vacancies. Previous to 1957, according to the 
company, the seniority system at the Creighton 
plant had operated in such a manner that vacancies 
were filled on the basis of straight seniority without 
regard to competency. 

3. A bid-card system was established in the 
various departments under which employees indi- 
cate on cards the order of their preference for vari- 
ous jobs in the department. Under this system the 
senior employee who is competent and who has 
expressed a preference for a job will fill such an 
opening. s 

The company has asserted that the restoration of 
competency in filling openings-has eliminated un- 
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necessary training. For example, under the system 
in effect previous to 1957, the company reports that 
on occasions it was required to begin training an 
employee to fill a vacancy even though the period 
of the actual vacancy was substantially shorter 
than the required training period. 

In addition, under the new rules, certain jobs 
have been transferred from the labor pool to other 
departments. This has resulted in eliminating sub- 
stantial excess training in that area. Under the old 
system, employees laid off from other departments 
were transferred into the labor pool and had the 
right to take jobs there on the basis of straight 
seniority even though they were not competent to 
fill the jobs. 


The Arbitration Commission thus was confronted 
with an unusually extensive assignment as it under- 
took revision of the seniority rules at the Creighton 
plant. In large part, this was a direct result of the 
cancellation of the mass of seniority rules by the 
special agreement of June, 1957. Under the new 
master agreement, changes agreed upon at the local 
level will not become effective until approved by the 
president of the Glass Workers’ international and the 
company’s vice-president in charge of glass manufac- 
turing, or their designated representatives. 


Antuony P. ALFrino 
Division of Personnel Administration 


Management Bookshelf 


The AFL from the Death of Gompers to the Merger—In this 
companion volume to “The AFL in the Time of Gompers,” 
the author completes his history of the American Federa- 
tion of Labor. The AFL is pictured during the period of 
inactivity in the days following the death of its founder. 
The problem of the federation’s survival in the depression, 
the expansion in the Thirties, the long war years, and 
the postwar expansion are discussed. The volume concludes 
with the AFL’s merger with its long fought rival. In this 
book, which includes a comprehensive index, the author 
draws his materials principally from the AFL’s own 
records. By Philip Taft, Harper & Brothers, New York, 
New York, 1959, 499 pp., $7.50. 


industrial Relations Systems—In this volume the author at- 
tempts to provide a theoretical framework for the integra- 
tion and interpretation of a growing number of studies 
dealing with industrial relations. Part of the book is de- 
voted to comparative studies of the rules developed by 
similar industrial relations systems in the building trades 
and coal mining industries in various countries. Also in- 
cluded is an analysis of the industrial relations system in 
Yugoslavia. By John T. Dunlop, Henry Holt and Com- 
pany, New York, New York, 1958, 399 pp., $5.75. 


Business and the Political Process 


Some companies have set up elaborate programs to spur employee participation in 
the political process; others feel this may be “ineffective or even harmful” 


Because the current interest in "business and civic ac- 
tivities" is so great, this survey is being published simul- 
taneously in both Conference Board magazines. The text 
here is somewhat abbreviated; for the full survey report 
a see The Business Record, September, 1959 issue. 


OMPANIES, acting through their executives and 

employees, should take an active part in the 
political and governmental process, according to a 
majority of the 198 manufacturing companies par- 
ticipating in this month’s survey of business practices. 
However, the president of an instrument company 
expressed the feelings of a significant minority when 
he stated: “I believe that the corporation as such 
cannot and should not take any position or active 
part in politics.” 

Actually, while the majority of the companies sur- 
veyed are in agreement on the principle of company 
participation in the political process, there is substan- 
tial disagreement as to the extent and nature of such 
participation as well as the means to be employed. 


THE CASE FOR PARTICIPATION 


The reason most often given by respondents who 
favor company participation is that it is part of a 
company’s “responsibility of citizenship.” 

A second reason cited is that the welfare of most 
companies is very dependent on the actions of federal, 
state, and local governments. The president of one 
company writes: 


“Every company, through its executives and other em- 
ployees, is, by its nature, an active part of the political 
and governmental process. The extent to which a company 
is involved at the various levels—federal, state, and local— 
is determined by the size of the organization, the scope of 
its activities, and the problems it may have with the gov- 
ernmental process. This involvement is*inevitable. It is 
present in the payment and collection of taxes, in zoning 
regulations, in trade regulations or prohibitions determined 
by government. This involvement, necessarily by its na- 
ture, is also political. Governmental decisions and rulings 
are influenced or determined by political considerations.” 


A third reason for a more active role for industry 
in the political process is that unless industry becomes 
active, it will be at the mercy of legislative bodies 
controlled by aggressive minorities that lack sym- 


pathy or concern for the problems of industry. The 
president of a furniture Bee on le 


should be very concerned that most of our legislators and 7 
public officeholders are either lawyers, professional poli- 7 
ticians, or labor representatives. The business profession 
had better become ably represented in the committees and 7! 
conference groups which make our laws. Otherwise we are } 
destined to come out second best in many areas.” i | 


A final reason given for active participation in the . 
political process is that industry has a right to see | \ 
that its tax payments are used wisely. 


THE CASE AGAINST PARTICIPATION 


Some executives maintain that business should stay 
clear of the political process. As one officer pointedly Ej 


anything or anyone.” : 

A company president added another reason: | 
have many stockholders,” he wrote, “and although | 
I have not spoken with any of them concerning politi- | 
cal affiliation, it would probably be accurate to sug- |} 
gest that their political views are many and varied. | 
Any position taken by the company would probably — 
be in conflict with that favored by some of our | 
owners.” : 

A number of companies refrain from participation | 
in the political process because they share the concern | 
of the president who wrote: “If business takes one | 
position and labor another, we will eventually give | 
the rest of the population a choice between a labor / 
party and a business party. Each of these segments | 
of our economy is sincere in its belief that it can con- 
tribute to a greater and fuller life for the American } 
people. However, I do not believe that either is in a | 
position to deliver, for most of their activities are | 
self-centered, and more often than not they do not | 
cover the complete scope of the political field.” { 

Fear was expressed by some that managements’ 
participation might be ineffective or even harmful. 
The president of a textile mill expressed the following 
thought: 


“There is every reason, in theory, to support active com-— 
pany participation in politics at all levels. It has to be ad- | 
mitted, however, that effective participation calls for con- | 
siderable finesse and for a kind of skill somewhat different | 
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from that commonly associated with business capacity. It 
is our opinion, therefore, that company activity along these 
lines should be conditioned by the realities of the particular 
| situation and by the degree to which the responsible execu- 
tives have the requisite qualifications.” 


‘Other companies are hesitant to become active for 
tar they might appear to be coercing their employees. 
We do not believe that a company should dictate 
he activities of its executives and employees in politi- 
“ul affairs,” the president of an industrial machinery 
ompany writes, “or use them as direct instrumentali- 
lees in achieving political ends.” 

_ And, similarly, the chairman of a rubber company 
jy ates: “We believe that companies should not take 
m{ 8 active part in the political and governmental 
yi Focess by acting through their executives and em- 
i) loyees. Employees should not be expected to pro- 
al tote management views on political affairs as a part 
wtf their employment responsibility.” 

i 


| EXTENT OF ACTIVITY FAVORED 


w The extent of participation advocated and prac- 
ced by companies that favor being active in the 
/overnmental and political process ranges all the way 
‘om maintenance of a legislative lobby to merely 

, acouraging employees to get out and vote. Nearly 

pl favor the latter course and many also urge their 

|, mployees to give financial support to the party of 
aeir choice. 

, Two quotations illustrate some of the thinking on 

| tis point: 


—- 
Sa 


tid _ “They [executives] should take an active part as indi- 
: | vidual citizens, not as the corporation’s representatives, to 
i | the extent their time and abilities permit. In exceptional 


| 
| 
| 


| The Questions They Were Asked 


,_. Companies participating in this survey were asked 
the following four questions: 


NY 


1. Do you believe that companies, acting through 
| their executives and employees, should take an 
: active part in the political-and governmental 
: process at federal, state, and local levels? And if 
| ‘ so, to what extent? 


2. Do you believe that top executives, as individuals, 
should take an active part in the political process? 


3. Do you believe that companies should encourage 
or discourage executives and other employees 
from taking an active part in the political parties 
of their own choosing? If you believe in encour- 
agement, what steps do you believe should be 
taken to facilitate their participation? 


4. How far do you believe companies should go in 
informing employees of the effects on business of 
proposed or pending legislation? 
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cases their participation might even be subsidized by the 
corporation.” (Industrial machinery company) 


* * * 


“We do believe that companies, acting through their 
executives and employees, should take an active part in 
the political and governmental process to the extent of: 


“a. Encouraging employees to stand for public office 
if they are so inclined; 

“b. Encouraging employees to take an active role in 
the functions of the party of their choice; 

“ce. Furnishing employees with information which will 
help them to become better informed on major issues; 

“d. Conducting get-out-the-vote publicity in connec- 
tion with all elections.” (Chemical company) 


A few companies report that they have “only taken 
an active part in the political and governmental 
process through civic and trade organizations.” As a 
matter of fact, several of the companies that do not 
favor direct participation in politics nevertheless 
agree that business should attempt to provide a favor- 
able political or legislative environment through con- 
tributions to such organizations. The reason for this 
is expressed by a food company president, who writes: 


“The representatives of civic and trade organizations 
must respond to the wishes of the majority of the board 
of directors and will not reflect the partiality of a single 
chief executive officer, as is often the case in a company.” 


Local Activity Preferred 


Many companies favor restricting participation to 
state and local levels. One reason given for this is that 
“it is best to learn the ropes where mistakes will be 
less costly.” 

Other companies favor work at the local level be- 
cause the individual firm is likely to have more in- 
fluence and a better understanding of the problems at 
this level. 

Companies report that the major part of their effort 
consists of encouraging employees to become active in 
the political process. Here is a typical comment: “We 
do not believe that companies as such should take an 
active part in the political and governmental process. 
However, we do believe that they should encourage 
their executives and employees to participate in po- 
litical parties of their own choice.” 

A few executives express doubts as to the perma- 
nence of the current interest in the political process 
on the part of businessmen. One who has been active 
in political affairs warns: 


“It doesn’t seem to me that ‘crash’ programs of trying 
to insert business philosophy into political organizations 
can be more than a flash-in-the-pan which will collapse as 
soon as the top executive begins to lose interest. Personally, 
I doubt that the top executive will maintain his interest 
unless he has previously believed in such activity.” 


But such pessimism is voiced by only a minority 
of the survey participants. A majority seem to agree 
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with the vice-president of a communications equip- 
ment manufacturer, who writes: 


“We look upon the whole area of political activity as a 
long-term venture of this company. It is definitely not an 
‘anti’ program aimed at the 1960 elections or any such 
specific objectives. It is rather a venture aimed at rein- 
vigorating public affairs, in the belief that the affairs of 
government today require the attention of each individual 
citizen.” 


ACTIVE PARTICIPATION BY TOP EXECUTIVES 


Respondents are almost unanimously in favor of 
the active participation of their top executives in the 
political process. The reason frequently advanced is 
that “there are many areas in government where 
sound business thinking is critically needed for the 
well-being of our country.” An oil executive comments 
further: 


“We believe that individuals who have demonstrated 
their abilities by being selected as top executives are quali- 
fied to make major contributions in the political process. 
If large numbers of them will devote part of their energies 
to political activities, the integrity of political action and 
government will be improved.” 


However, ‘as in the case of company participation, 
respondents disagree widely as to the extent to which 
top executive political activity should be encouraged. 

Most survey participants feel, however, that “the 
demands normally made on the time of top executives 
by the business affairs of their companies usually 
make it impossible for such executives to play an 
effective political role. In most cases, they simply do 
not have the time.” This drawback appears to be par- 
ticularly acute among the smaller companies surveyed. 

Despite the widespread support for executive par- 
ticipation in the political process, most political activ- 
ity by top executives is undertaken on the executive’s 
own time and in accordance with his own wishes. 
Most respondents are in agreement with the president 
of a machinery company who writes: 


“Top executives as individuals should take any part, 
active or passive, which they may choose in the political 
process. Politics are a personal privilege and an individual 
should indulge in them according to individual likes or dis- 
likes.” 


On the other hand, a group of participating execu- 
tives agrees with the aircraft vice-president who 
maintains that “top executives as individuals should 
work from the basic philosophy that those things 
which materially affect the welfare of the company 
are properly matters of concern to them. These indi- 
viduals will, therefore, take action in the political field 
calculated to promote the welfare of the company.” 


EMPLOYEES' PARTICIPATION 


Companies almost unanimously favor encouraging 
employees to take an active part in the political par- 


cal course as follows: “Our intent is to provide our 


ties of their own choosing. One company president pu | 
it this way: | 


“I believe that those employees with an aptitude fol) 
political activity should be encouraged to take part il 
constructive community activities, all of which are S| i 
essential to our American way of life. I believe that they) 
should all belong to one of the political parties and sup] fi 
port that party. I believe that those who are qualified Mh 
should be encouraged to take public office.” 
Most of the steps taken by cooperating companies 

to encourage employee participation in the political 
process are included in the following program outlined 
by an aircraft executive: 


“We believe that companies should encourage executives 
and other employees to take an active part in the politi ‘a 
parties of their own choosing. This encouragement coulc| 
logically take the following forms: ‘" 


“a. Make known to all employees that the top execu-| 
tives of the company favor active participation on the} 
part of the employees in the party of the employee’s choice! 

“b. Support projects designed to acquaint employees| 
with the need for their active participation in the politics ih 
field and with information relating to the make-up off}: 
political organizations and how the employee goes about 
affiliating himself with the organization of his choice. Thy: 

“ce. Support programs designed to encourage each em-|) 
ployee to vote at every election as well as to encourage) 
him to prevail upon eligible members of his family and his} 
friends to vote. {| 

“d. Make known to the employee group that the to |} 
executive group believes the two-party system is essential) 
to good government, and make known also that active}! 
participation in one of the parties is the thing sought, with-})\ 
out extolling the merits or lack thereof on the part of aj 
given political party.” 


Nonpartisan Encouragement 


Responding executives stress that any political en-})j, 
couragement given to employees must be nonpartisan, ||») 
and the individual employee must be free to decide} ) 
on the extent of his participation. Hin 

It is common for companies to give support to non-} », 
partisan “register and vote” campaigns. At least one } 
Ir 


company has gone so far as to check the registration | 
records and send nonregistered employees a personal’; 
note concerning the importance of exercising their} 
franchise. | 

A number of educational programs to encourage em- 
ployee political participation—some set up by the 
company and some by outside groups—are described » 
by survey participants. The most frequently men- }j, 
tioned of these are courses made available to employ- |), 
ees in order “to provide training in citizenship respon- Ai 
sibility and practical politics.” Usually, these courses |, 
are run on company premises. Attendance is entirely” in 
voluntary. | 

Most courses being offered are not concerned with Ih 
specific political issues. One company describes a typi-.| 


=— 


sot. 


ri 
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“mployees with an educational program of the ‘grass 
oots’ type which will give them a basic understanding 
of American government at the local, state, and na- 
‘tional levels, with emphasis on the need for their par- 
‘t@ieipation with the party of their choice.” 

» Another means of stimulating an interest in the 
ig DOlitical process is described by one company as 


“One important method of employee encouragement is a 
| positive, highly publicized statement from top manage- 
| ment that political activity in the party of his choice is 
“recognized as a cardinal duty of the individual citizen, and 

| that all employees are urged to contribute time and money 
to their parties. In order to emphasize the company’s ap- 
proval, we see to it that employees elected to public office 
in their localities receive a personal letter of congratula- 
tions from the president of the company. We are also in- 
_ troducing a community-award program in which employees 
"recognize one of their number as having contributed most 
in civic and social leadership to the community during 
the year.” 


ia) While most companies try to remain nonpartisan 
a) (in the stimulation of employees, a few recommend can- 
iw didates to their employees and give reasons for their 
selection. Others publicize the voting records of legis- 


| 


lators to their employees. 


TIME OFF ALLOWED 


In addition to stimulating political interest through 
‘educational work and recognition of public service, 
/most survey participants are generally willing “to give 
employees time, if necessary, to carry through on the 
| programs they have volunteered for.” In fact, respond- 
‘ents are more apt to encourage middle management 
‘and rank-and-file employees to accept such responsi- 
‘bilities than top executives, as “top executives are 
|e already overburdened with a host of other duties and 
ill activities.” 
a Time off is generally granted, “subject to reasonable 
limitations.” One executive writes that “if one of our 
wt employees were to be successful in being elected to 
tif the state legislature, we would probably so plan his 
ill'work that he could take the necessary time off with- 
out loss of compensation.” Another company “would 
grant an employee a leave of absence for his first term 
if he should be elected to public office.” 


0 


Limits to Employee Participation 


However, while some companies have no objection 
to employees assuming political responsibility, the 


!/majority frown on activities that interfere seriously 
+ with the employee’s normal duties. An executive of a 
‘communications equipment manufacturer echoes ma- 


(jority sentiment when he writes: 


i “The emphasis in our program is on political activity at 
the local level, and the basic limit to the extent of such 
participation would be simply whether or not the indi- 
vidual is able to do his job with us. In other words, while 
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we want to encourage such participation, we do not intend 
to subsidize any employee who may wish to run for full- 
time public office.” 


INFORMING EMPLOYEES ON POLITICAL ISSUES 


All but four of the firms responding on this point 
feel that companies should keep their employees 
posted on proposed or pending legislation that will 
have an effect on the company or on business in gen- 
eral. As one company president puts it: 


“We see no reason why business firms should not post 
employees on the management’s attitude with respect to 
proposed or pending legislation. In our view this should be 
done on a regular basis rather than be reserved for only the 
‘crisis period’ when the enactment of unfavorable legisla- 
tion appears imminent.” 


But few companies attempt to keep their employees 
informed on all legislative issues. They feel there 
simply are too many of them, and that too many 
communications would prove confusing to the average 
worker. Thus, they pass on information only if the 
proposed legislation would affect their employees in 
some direct manner. 

Companies may present issues to their employees 
without stating their positions; more often, however, 
they not only inform employees how they feel about 
the legislation but also give reasons for their stand. 


How Employees Are Reached 


The media used by the companies to keep their 
employees informed include bulletin board notices, 
articles in house organs, talks over plant public ad- 
dress systems, reading room material, and occasional 
letters to employees’ homes. 

One company has adopted the following procedure, 
which it says has proved quite effective: 


“On those occasions when our representatives have acted 
in what we consider to be an exemplary way, we write 
letters of recognition to our representatives and post copies 
of them on our bulletin boards, noting on the bottom of 
the letter that the carbon is being posted. It is our feeling 
that this kind of a message puts our employees in close 
contact with our representatives and vice versa. We also 
make direct solicitation of cooperation from union leader- 
ship in matters which we feel are of mutual concern. The 
response of the union leaders at all levels, including state 
and national, is, we believe, a clear demonstration of the 
way in which management and labor can work together to 
provide a better business climate.” 


LEGAL ASPECTS OF COMPANY ACTIVITY 


Slightly more than a quarter of the companies co- 
operating in this month’s survey indicate that they 
have reviewed their activities with their legal counsel 
and seem satisfied that what they are doing is within 
the bounds of federal and state statutes and their 
corporate charters. Some companies cite legal hazards 
as the reason for lack of participation in the political 
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process, but most express the view that so long as 
their activity is nonpartisan there is little cause for 
concern. 

One group of companies made a careful study of 
the legal ramifications, and their findings indicate 
that the sphere of activity available to corporations 
is much larger than generally realized. It is the opin- 
ion of these counsel that many of the state laws in- 
hibiting corporation participation in the political 
process would not be upheld by the Supreme Court. 

They concur that gifts to candidates, or their com- 
mittees, and communications to the public in support 
of candidates are taboo. Assigning employees to help 
candidates and gifts or loans of company property to 
aid candidates are clearly against the laws of many 
states and may violate federal statutes. But state 
laws preventing communications to “insiders” (em- 
ployees, stockholders, customers, etc.), concerning 
either measures or candidates, are either clearly un- 
constitutional or likely to be so interpreted if a 
court test is made. Such activities do not violate fed- 
eral laws. 

They point out, however, that, until court tests are 
held, these views must be regarded only as the opinion 
of selected counsel. 

Despite the apparent latitude available, most com- 
panies seem to favor the avoidance of partisan activ- 
ity. They prefer to encourage the interest of the most 
capable and talented people in both parties. And a 
few fear that overzealousness may cause an unfor- 
tunate rebound! “We are afraid,” the treasurer of a 
paper company writes, “that some of the programs 
may be so ambitious that they may backfire and be 
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Salesmen‘s Compensation Survey for Wholesalers of Candy, 

Tobacco and Related Lines, 1958—Here are the results of a 
survey the National Candy Wholesalers Association made 
of its 206 member firms to determine what remuneration 
plans they are using to compensate their salesmen. Find- 
ings include the proportions in which salaries, commissions 
and bonuses are paid, the vacations allowed, the hospital 
and insurance benefits provided, the length of the work- 
weeks, and the extent to which firms require salesmen to 
share in bad debt losses. Published by the National Candy 
Wholesalers Association, Inc., 1424 K Street, N. W., Wash- 
ington 5, D.C., 1959, 21 pp., $2. 


Wage Incentives (Second Edition)—Intended by the authors 
as a tool for both labor and management, this book brings 
the history of wage incentives up to date. Not only does it 
examine the factors considered necessary to design and 
operate a successful wage incentive plan, but it adds new 
material dealing with procedures for evaluating and re- 


i) | 

. 

detrimental to the interests of business. A successft | 
criminal prosecution of a corporation for political cor} 
tributions probably would be harmful to all busines) 
interests and result in damage to the general busines| | 
climate. The extent that corporation funds may b] 
used for political purposes is most uncertain.” | 
| 
| 


TREND TOWARD INCREASED ACTIVITY | 


Many of the companies participating in this month’) 
survey state that, until recently, their policy has beei 

“to stay out of politics,” but that “it is going to bi if ( 
necessary for companies to take a Ri active part i ! 
the political and governmental process.” a is 

The president of a construction company writes 
“Like so many other companies, we have not bee ‘o 
taking an active part in politics and feel that becaus \ 
of this we now find ourselves subject to many detri} 
mental regulations that could probably have beer). 
minimized or eliminated had business in general beer) h 
more aggressive in governmental processes.’ he 

Another executive adds: “We are strongly of thd), 
opinion that our company, and most others, hay Bi 
seriously neglected their responsibility for helping t b 


general public, and the government analyses of ocd in 
nomic and political problems. We consider it 

tremely important that business, individually ane 
collectively, should give all segments of the popu 1 i 
tion the benefit of its background and experienc 4 


SorretL M. Maruers 
G. CLark THOMPSON 


Division of Business Practices’. 


vising incentive installations. Another feature of i, 
revision is a review of the progress made in the area o ft 

work measurement through the use of statistical method, 
predetermined time systems, and performance rating ee : 
search. By J. Keith Louden and J. Wayne Deegan, John}"' 
Wiley & Sons, Inc., New York, New York, 227 pp., $7. 


Collective Bargaining as Viewed by Unorganized Engineers 

and Scientists—This book, the third in a series which dis 
cusses various factors in the employment of engineers and Wi 
scientists by business firms, reports the responses made |r 
by 264 interviewees to this question: “What is your opin-= 
ion of collective bargaining for professional employees ike }. 
yourself?” The report also states the reasons they gave for |! 
either favoring or opposing collective bargaining. The |® 
study was conducted by the Bureau of Industrial Relation: 
of the University of Michigan. The author is the director 

of the bureau. By John W. Riegel, University of M: ichigan, 
Ann Arbor, Michigan, 1959, 105 pp., $4. 
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OORLESS telephone booths with wall instru- 
ments placed at a four-foot height; water foun- 
“iins built in two sections, one twenty-eight inches 
“ad the other forty-three inches high; blackboards low 
/ aough for a seated person to use comfortably; and 
‘st rooms with different entrance and exit doors— 
ese are some of the unusual features of a modern 
’ ir-conditioned plant on Long Island, New York. 

' The two-year old plant, which comprises 40,000 
_quare feet, houses the operations of Abilities Inc.1 Its 
'ecial physical arrangements are just some of the 
Bahsual features designed for the comfort, conven- 
“nce, and safety of persons with physical handicaps. 
_ ince every one of the more than 400 male and female 
‘mployees at Abilities—from the president to the 
-orker at the bench—is handicapped, these special 
‘rangements are important. 

' The low wall telephones, the twenty-eight-inch- 
gh water fountain (similar to those built for chil- 
;en) , and the low blackboard are designed for the use 
| persons in wheel chairs or for those who have no 
* yet do not wear artificial limbs or use wheel 


“A 


airs. One of the individuals who uses a wheel chair 

the vice-president and works manager who requires 
_ blackboard when he meets in the seminar room with 
_tpervisors or with visitors from other companies and 
->vernment agencies who visit the plant to observe 
id to hear the operations of Abilities Inc. explained. 


SAFETY IS MOTIVATING INFLUENCE 


_ Many of the specially designed features are con- 
dered safety precautions. Doors that are used for 
/vo-way traffic, for example, have glass windows so 
“iat upon approaching a door the not-so-sure-footed 
dividual won’t be caught off balance by someone 
“expectedly opening the door from the opposite side. 
“lost doors have automatic closing devices and all are 
ide enough to permit the passage of a wheel chair. 
"hen the large double doors that separate the pack- 
ting area from the manufacturing area are open, a 
4zzer rings continuously until they are again closed. 


‘In 1952 when the company started its subcontracting opera- 
ms with four workers, a twenty-four-square-foot garage was used 
a plant. The first five years’ operation of Abilities was so 
iquely successful that the company gained international atten- 
im. Subsequently, it has continued as a subcontracting manufac- 
rer of complex electronic and mechanical components and 
semblies. ‘ 
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| Safety and Productivity Maintained Among 
Disabled Workers 


This buzzer warns blind persons who are employed in 
the packaging area that the doors are open. 

Because there is considerable wheel chair locomo- 
tion in the plant, it is important to have commonly 
used doors open easily and close automatically. There 
are no dual sets of doors (such as might be used to 
enclose a vestibule). If doors have knobs, the knobs 
are of a type that can be easily turned by persons who 
wear prosthetic hooks for hands. 

The plant is entirely without steps. Where there is 
an ascent or descent, ramps have been built with such 
gradual changes that most persons are unaware of 
any difference in elevation. 


Rest Rooms and Parking Lot 


Different entrance and exit doors are used in rest 
rooms to expedite and regulate wheel chair traffic. In 
these rooms, curtains instead of doors are used in the 
individual toilet compartments. The compartments 
are wider than standard booths and have steel bars 
fastened at the sides, which enable an individual to 
transfer himself safely from a wheel chair to the toilet 
seat and back again. The toilet bowls are installed at 
varied heights in different compartments to answer 
varying needs of handicapped individuals. 

The mirrors and sinks in the washrooms are low 
enough to permit their easy use by very short persons 
and by those in wheel chairs. 

Despite their physical handicaps, 70% of the Abili- 
ties employees drive their own cars. Many have had 
special devices built in the cars to permit their driving. 
For the employees’ convenience, the parking lot is 
directly outside the two rear entrances of the plant. 
In the first row, which is reserved for drivers who use 
wheel chairs, the individual spaces measured off for 
cars are one foot wider than the space allowed for cars 
in other rows. This extra width permits an employee 
to get out of the car and into a wheel chair which a 
fellow worker brings from the plant. (In most cases, 
persons who use wheel chairs have one at the plant 
provided by the company and one of their own at 
home.) 


OTHER ASPECTS OF SAFETY 


Besides the plant’s physical features geared to safety, 
special precautions are also observed. Some, of 
course, are similar to those that might be adopted by 
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any plant that is safety conscious. For example, plastic 
window guards have replaced metal guards on high- 
speed wire strippers because persons were continually 
taking off the metal guards to examine the work. 
Another precaution is the placement of extra guards 
around a wire cutter and stripping machine so that 
people who pass won’t be hurt. 

Good housekeeping at the job site is another safety 
factor constantly stressed by supervisors and is an 
important feature of employee merit rating. 

An example of one special on-the-job safety pre- 
caution is the requirement that persons who suffer 
from Buerger’s disease wear gloves to prevent infec- 
tion through skin abrasions. Another rule requires 
that even persons with artificial legs wear safety 
shoes. This measure is designed to avoid damage to 
an artificial foot, which would be expensive to replace. 

A new part of the safety program that will receive 
concentrated attention this fall is a fire brigade which 
will enlist the active participation of workers. 


Wheel Chair Use Encouraged 


In addition to the plant’s physical features designed 
to accommodate the severely crippled worker and the 
person in the wheel chair, attention is given to on-the- 
job factors that concern these people. 

For example, it is considered safer for some workers 
to use wheel chairs although they may be accustomed 
to moving about on crutches. A foreman who uses a 
wheel chair explains this situation as follows: 


“Some of us could use crutches instead of wheel chairs 
when performing our jobs. But walking on crutches is more 
hazardous and more tiring, and the fatigued worker is a 
promising candidate for an accident. So despite the initial 
dislike of some workers for discarding their crutches for the 
wheel chair, we have convinced them of the greater safety 
value in doing so.” 


Adapting the Worker to the Job 


Hydraulic wheel chairs are now being used experi- 
mentally at Abilities. Such a chair permits a person 
to raise and lower himself to different work heights. 
Actually this is one means Abilities uses to adapt the 
worker to his job. Abilities emphasizes that correct 
posture and correct height of the work operation cut 
down on worker fatigue and, consequently, are safety 
precautions. For this reason, persons who are seated 
while working—such as those who operate machines 
that debur and polish gyroscope parts—have chairs 
adjusted to their individual heights. The disability of 
a young girl who operates a coil winding machine 
prevents her from sitting far enough back on a chair 
to use the back rest. So that she would not suffer back 
fatigue, her supervisor had the back of the chair 
moved to a position eight inches from the front so that 
she is able to rest against it. 

There are many examples at Abilities of how 
workers have adapted their limitations to the job and 


yet not created conditions that could be hazardous | | 
themselves or their fellow workers. Examples of some 
of these cases are included in a report published by| 
Human Resources Corp., the research unit of Abili} 
ties Inc.1 Here is one that concerns a spinning opera- 
tion. | 
| 


“Job Description: Spinner. Operates a lathe on whiel 
shaped articles are spun from sheet-metal stock. Clamp} 
disk to spinning form mounted on headstock spindle by) 
forcing the follow block against the disk with tailstock| 
Starts machine. Coats outside of rotating disk with bees | 
wax. Manipulates a form tool by hand against the disk} 
forcing it to the shape of the spinning form. Smooths and i 
trims spun piece with hand tools. Removes completed par | 
from the machine. 

“Problem: Duties usually involve ‘walking, prolonge 
standing, pulling, hammering, bending, and lifting twenty! 1 
five to fifty pounds.’ Can this job be performed by a per} 
son who is confined to a wheel chair? | 

“Technical Information: The machine used is a spinning) 
lathe with a twenty-two-inch swing. a 

“Comment: Although it is customary for a person al 
stand while operating a spinning lathe, it was found that, 
with a machine of standard height, light metals could be} 
spun easily and effectively by an operator seated in a) 
wheel chair. The lifting requirements quoted above were! 
found to be greatly in excess of the practical demands of 
this job. However, since this worker, like most paraplegies, 
has highly developed arms and shoulders, lifting of weights} 
within the above limits would present no problem, espe-| 
cially with the work and tools maintained at bench. 
height.” 4 


Adapting the Job to the Worker 4 


Like many employers whose handicapped workers 
represent only a small segment of their labor force, 
the management of Abilities prefers adapting the 
worker to the job rather than making radical changes 
in job operations to fit the worker. Nevertheless, the) 
company has found that minor changes in job require: ‘ 
ments often permit a handicapped worker to do the 
job satisfactorily and they can be made without vioe 

i 
a 
i 


lating safety rules. In fact, a report by Human Re- 
sources Corp. points out that just as the disabled 
worker has adapted his own physical limitations to 
the job complexities, so should management exhibit a 
parallel flexibility in its thinking. The report reads: — i 


“The total experience of Abilities Inc. to date has ad 4 
quately disproved a common belief—unfortunately still 
prevailing in industry—that the worker and the job are to 
be considered as fixed quantities, incapable of being 


*“Human Resources Study Number 3, A Study of the Adapt- 
ability of Disabled Workers,” by William J. Campbell, Raymond | 
R. Leizer and Harold E. Yuker. ¥ 

Human Resources Corp. is a division of Abilities Inc. that ii 
organized to carry on research about disabled persons working un- 
der competitive conditions and to disseminate this information bj 
teaching seminars, conferences, and demonstrations. Human Re 
sources Corp. is supported by grants whereas Abilities Inc. earns” 
its way. The report series being published by Human Resourell 
Corp. are financed by special grants designated for that exclusive es 
purpose and are available from Abilities Inc. f 


MANAGEMENT RECORD. 


changed. One has only to trace the history of the industrial 
revolution up to the present era to realize that both quan- 
tities have been, and still can be, changed to reach the 
continually increasing goals of production. This is espe- 
cially true in the adaptation of the disabled worker to the 
job and vice versa. 

“The frequent inflexibility of management in this re- 
spect can in many instances be traced to a certain illogical 
adherence to traditional concepts in the fields of engineer- 
ing and medicine which guide industrial policy. These tra- 
ditional concepts are based primarily upon opinion, and 
have been disproved rather than verified from the obser- 
vations and findings of this study. 

“If we first consider the field of engineering, we find that 
certain basic machines, the prototypes of which are still in 
use, were originally designed primarily to perform a cer- 
tain function or series of functions. However, ease of op- 
eration and such factors as the safety and comfort of the 
operator were rarely incorporated in the design. 

“Today, these same machines may have been modified 
by the addition of minor technical improvements but the 
conventional disregard for the worker still remains in the 
design. Even modifications designed for the safety of the 
“operator are often only introduced as optional accessories 
1 to the basic machine or when they are prescribed by 
» | regulations... .” 


. Among minor job adaptations at Abilities are the 

} placement of a drill press on a table so that part of a 

| wheel chair can fit under the table and a worker can 

(yperate the press from wheel-chair height. Similar 

" idjustments have been made with lathes and grinders. 
5ometimes machine controls have been changed from 
iand- to foot-operated mechanisms. 

_ Human Resources Corp. has written descriptions of 
"some job changes that can be made without violating 
safety rules. The following is one that concerns a 
thange from a two- to a one-hand operation, with the 


atter considered even safer than the original two- 


| 


aand job. 


| “Job Description: Solderer (6-95.001) . Joins metal parts 
together by melting and applying solder (low-melting 
_ metal alloy); holds the pieces to be soldered. Aligns parts 
| | in proper position and applies the hot soldering iron at the 
_\ appropriate joints. Heats surface until solder works 
/ (sweats) into joints. ; “d 
| “Problem: This job usually requires a worker with both 
| hands intact in order to hold, turn, and manipulate the 
' work. Can these operations be performed by a person with 
|) a missing hand? 
‘| “Adaptation: The solution was simple. It was found that 
' | a person wearing a prosthetic hook could perform the job 
easily by using a holding fixture which was constructed to 
- | hold the work during the soldering process. The soldering 
iron itself had a thick padding of black tape on it so that 
the iron could be held firmly in the prosthesis. 
“Technical Information: The holding jig in this case 
| was made of aluminum. It was mounted on a plywood 
base. One end of the jig was so constructed that one end 
of the part to be soldered could be inserted into a hole at 
the end of the jig. The opposite end of the jig had a slotted 
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The Facts About Abilities’ Production 


Abilities Inc. is set up under New York State laws 
as a nonprofit corporation, but it is operated as a full- 
fledged business that must meet the production sched- 
ules of its customers if it is to remain in business. The 
company cannot afford to have workers absent from 
the job because of injuries or have workers produce at 
low efficiency any more than any other company that 
has production schedules to meet. 

The company is not run sentimentally; it does not 
have and does not expect to have its customer rela- 
tions based on sentiment. The blue chip companies 
that subcontract work to Abilities expect and receive 
their orders on time and in first-rate condition. 

In the 1958-1959 fiscal year, the company’s 400-odd 
workers produced more than $2,100,000 worth of busi- 
ness and earned more than $1,200,000 in wages. To 
keep these workers on relief rolls in that period would 
have cost the public an estimated $660,000 or more. 

In its seven years of operation, the company has 
experienced only one layoff. That was in 1958, and the 
sixty workers who were laid off were rehired within a 
few weeks. All employees are paid wage rates that pre- 
vail in the community. As indicated in this article, 
the company’s safety record is so good that its com- 
pensation rating was lowered 52% last year. 


clip so that the work could be held firraly but at the same 
time snapped into and out of place very quickly. 

“Comment: The use of holding fixtures for a job such 
as this is by no means unusual. In this case it enabled a 
‘one-armed’ worker to do a ‘two-armed’ job. It should be 
added that the danger of accidental burns from the solder- 
ing iron is much less when a prosthetic device is used. 
This type of jig also results in a higher degree of safety in 
operation by a nonhandicapped worker, along with an in- 
crease in production. Also there is less fatigue and more 
freedom of movement for the worker.” 


THE PLANT'S SAFETY RECORD 


Some companies hesitate to employ handicapped 
persons because of the fear that they will cause acci- 
dents or injure themselves and consequently raise 
compensation costs.1 Because of this often-voiced 
opinion, the record of Abilities Inc. is significant. Each 
year since its founding, the company’s compensation 
insurance ratings have been lowered. Here is the rec- 
ord for the years since 1953: 


NORA LO Dae Mt eta iy ENT te downrated 21% 
TORA-TODG Ta ee hee, downrated 27% 
LOS GMOS Tae etme a ne, ee downrated 39% 
1958-1959 oo... Pb ete ee downrated 52% 


This record is especially noteworthy when one con- 
siders the hiring procedure of the company. A prospec- 


*“The Company and the Physically Impaired Worker,” Studies 
im Personnel Policy, No. 163, points out that this opinion is refuted 
by many companies that employ handicapped persons as well as by 
insurance companies. 
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tive employee is never given a preplacement examina- 
tion. Although a paraplegic’s handicap is readily 
apparent to the employment interviewer, his weak 
heart or diabetic condition may not be. 

Nor is a person tested for aptitudes. His hiring de- 
pends primarily on his job motivation. Does he really 
want to work? And this motivation, according to 
placement personnel at Abilities, is easily detected. If 
a person wonders, at the interview, how he will get to 
work, whether he will become too fatigued on the job, 
etc., and does not exhibit determination to get and 
hold a job, he doesn’t show desirable motivation. And 
if he is brought to the company’s employment office 
by a social worker, it may be the social worker and not 
the applicant who has the motivation, according to 
the placement officer. Tests carried on by Human Re- 
sources Corp. and the psychology staff of a Long 
Island college show a high correlation between positive 
attitudes, good job performance and low absenteeism. 

The absence of a preplacement examination does 
not indicate that the company lacks on-the-job medi- 
cal services for its employees. On the contrary, once a 
person is on the payroll, he is put on a schedule of 
periodic physical examinations, and the part-time doc- 
tor and nurse help him to adjust to the job and keep 
a watchful eye on his disabilities to make sure nothing 
in his job operation will be hazardous to his physical 
well-being. 

The medical personnel also keep employees ap- 
prised of scientific advances that may correct their 
handicaps. For example, in one unique case, informa- 
tion given to a fifty-year-old woman, blind from birth, 
resulted in an operation that permitted her to see her 
children and grandchildren. Arrangements for the op- 
eration (which was paid for by the worker) were 
made by the medical personnel. Another case of advice 
to a twenty-two-year-old veteran of dystonia (a dis- 
ease marked by involuntary contortions of the muscles 
of the trunk and extremities) resulted in an operation 
that greatly improved his condition. 


SAFETY CONSCIOUSNESS DEVELOPED 


Handicapped workers generally have good safety 
records.! And the management at Abilities believes 
that most handicapped persons have a greater tend- 
ency than other workers to be cautious about perform- 
ing actions that could mean further damage to their 
handicapped state. 

However, as far as Abilities is concerned, its good 
safety record is not just a fortuitous occurrence result- 
ing from workers’ innate safety consciousness. Every- 
one from the company president to the first-line super- 
visor sees to it that employees are made safety 
conscious. And an employee soon learns that careless 
safety habits figure prominently in his merit rating. 

According to management, a job injury is seldom 


1See “The Company and the Physically Impaired Worker,” 
Studies in Personnel Policy, No. 163. 


the result of an accident. It is not a chance occurrene 
but an incident resulting from an unsafe condition tha 
could have been foreseen. And an Abilities employe 
is expected to absorb that philosophy. 


MAINTAINING HIGH PRODUCTIVITY 


Hand in hand with Abilities’ program to provide 
safe place to work and to instill safety consciousnes 
in its employees are management’s efforts to motivat 
employees to maintain their high productivity rate. A 
one executive points out: 


“A person’s disability does not make him an employe 
without the usual human faults. Like most other worker 
we who are handicapped often need to be prodded to 
duce well and we need to be reminded about the i impo 
tance of safety awareness. Handicapped people gripe ju: 
like other people. But eriping does not indicate that 
person is uncooperative.” 


One device introduced recently to prod workers int 
better production is a departmental rating systen 
Over each department throughout the building on 
sees a large sign with one or two single letters of th 
alphabet. These letters represent a rating code that ' 
explained to the workers by their department supe 
visors but is not understood by a plant visitor. Ther 
fore, an A over one department does not necessaril 
mean that department has the highest production rai 
ing, nor would a Z indicate it has the lowest. 


There are several reasons for the code. For of 
thing, workers need not be embarrassed before plar 
visitors about low ratings. In addition, the code elim 
nates the chance of a customer’s worrying when h 
sees a Z over the department chiefly responsible ff 
getting out his order. 


Important in the production record, of course, - | 
the department supervisor. Top management at Abi 
ities devotes a great deal of time to supervisory trail 
ing and conferences and is constantly on the watch fe 
employees who show marks of leadership. The supe 
visors are consulted on all issues and participate i 
making up their own agenda for the supervisory cot 
ferences. 


Other Reasons for Good Record 


Although the company continues in its efforts t 
motivate employees to maintain their efficiency, th 
employees themselves have an ever-present and ul 
derlying spirit of willingness and eagerness to do the 
jobs well. This spirit comes from a mutual sharing ¢ 
a common misfortune and from their gratitude « 
being given a chance to earn their own living. The 
may need stimulation now and again but a basic c 
operative spirit is already present. 

Life has been made happier for Abilities’ employes 
in additional ways to taking home a pay check. Just ¢ 
the plant’s architectural layout was planned withot 


steps and with other special features to make life sin 
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| pler and safer for the disabled person, so too has at- 


| tention been given to other needs of the individual. 
_ An example is the installation of a dental chair in the 
| medical department so that an employee can make an 
| appointment during his lunch hour, before work, or 


| after work with a dentist who has agreed to come to 


_ the plant. 


This arrangement was initiated by the medical de- 
partment after the doctor and nurse discovered that 


| Inany employees had poor teeth. A primary reason for 
_ this poor oral health, it was found, is the difficulty en- 


_ countered by many handicapped persons in getting to 


_ dentists’ offices. 


For the same reason, many handicapped persons 


- are unable to get to a church. This situation was rem- 


edied when a chapel was built in the new plant. This 


_ nineteen by twenty foot chapel has folding doors at 


the rear which can be opened for larger groups on 
special religious festival days. Rabbis, priests and 


ministers come to the plant to conduct services. 


This fall a new $500,000 wing will be added to the 


_ plant as a center for recreation, research, and rehabili- 


tation. The center will include a therapeutic gymnas- 
ium and a therapeutic swimming pool, a library, class- 
rooms, a music room, an art room and hobby shop, a 


laboratory, meeting rooms and offices. These facilities 


will also be available to employees and other disabled 
persons in the community after hours and on week 


ends. The research and teaching program will be under 
the direction of the Human Resources Corp. 


1 This wing will be completely independent of Abilities’ manufac- 
_ turing operations and will be financed by private grants. 


| Give Us the Tools—This book is the story of Abilities Inc., 


the nationally known Long Island, New York company 
that is manned entirely by workers who have serious physi- 
cal disabilities. The book is written by the founder and 
president of Abilities Inc., who himself was born without 
legs. It describes the difficulties and success of this com- 
pany that started in 1952 with four disabled workers and 
in five years had grown to a million dollar business and 300 
disabled workers. The company has become an internation- 
al example of what can be done by handicapped workers. 
By Henry Viscardi, Jr., Taplinger Publishing Company, 
New York, New York, 1959, 266 pp., $3.95. 


How to Take a Case Before the National Labor Relations 
Board—The machinery and procedures of the NLRB are 
explained in this volume, which is designed as a guide for 
anyone who comes in contact with the board. Subjects 
covered include: the organization and functions of the 
board; the legal requirements of establishing and maintain- 
ing compliance; the process of determining a majority 
union status; the procedures for handling union-shop 
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The Quit Rate 


The efficiency of Abilities’ workers is demonstrated 
in the company’s monthly quit rate. About two per- 
sons per month leave their jobs at Abilities because 
they become proficient enough to get work at other 
companies. Their reason for leaving usually is to find 
a working location more convenient to their homes. 

And how does Abilities management regard this 
situation? The reaction is mixed. They are glad to see 
the basic premise of their enterprise justified—that if 
given a chance a handicapped person can support him- 
self in the business and industrial world. But they are 
sorry to lose good workers. Their operation, too, is a 
business venture that must meet customer demands. 


HAS CONFIDENCE OF BUSINESS 


Evidence of the good records achieved by the com- 
pany is apparent in the faith which business leaders in 
the community have shown in the enterprise. The 
two-year-old building was financed by: (1) a $300,000 
mortgage reduced at an average rate of $20,000 per 
year; (2) a $345,000 debenture issued at 5% interest 
rate, redeemable at $30,000 per year (the first year’s 
redemption was met on time with interest; the second 
payment is not yet due); (3) a $138,000 short-term 
note (recently paid off in full). Amortization of the 
mortgage is expected in less than fifteen years. Mean- 
time Abilities personnel jokingly say their mortgage 
must be the highest on Long Island (for the size of 
the company and plant) . 

Doris M. Toompson 
Division of Personnel Administration 


Management Bookshelf 


de-authorization, unfair labor practice charges and jurisdic: 
tional dispute cases; and the service of papers required by 
the board. 

The volume also contains reproductions of the main 
forms used in the various NLRB proceedings. Also in- 
cluded are the citations of the cases relied on by the 
author, who has been associated with the NLRB for over 
twenty years. By Louis Silverberg, The Bureau of National 
Affairs, Washington, D. C., 1959, 886 pp., $7.85. 


Foremen in Action—Through the presentation of twelve case 
histories of foremen faced with actual working situations, 
the author illustrates desirable qualities and skills which 
can be developed by the average supervisor. Cases covered 
include, among others, problems of communications, 
selection, grievance handling, the introduction of auto- 
mated methods, training, and safety. The book presents 
a series of action plans for applying the principles 
illustrated in a program of self-development. By Glenn 
L. Gardiner, Harper and Bros., New York, New York, 
1959, 238 pp., $4.50. 


Compensation Practices for Employees in 
Foreign Operations 


Devising a compensation formula for overseas employ- 
ees is a personnel matter that receives considerable time 
and thought from companies with foreign operations. 
Whereas salary and wage levels for local nationals of a 
company's foreign subsidiary or branch can be guided by 
prevailing community rates, a different procedure is gen- 
erally followed for United States personnel abroad. Dif- 
ferent tax systems, differences in the cost of living, etc. 
are considered in the compensation pattern for Americans. 

How companies approach this problem is the subject of 
the following Conference Board Round Table discussion.+ 
Descriptions of three companies’ plans are given here. 
Participants in the Round Table include: 


e Jerome M. Rosow, Advisor, Industrial Relations Re- 
search Division, Standard Oil Company (New Jersey) 

e Ronald K. Carlson, Director of Wage and Salary 
Administration, Northwest Airlines, Inc. 

e Donald E. Irwin, Manager, Industrial Relations, Food 
International Division, Ford Motor Company. 


The Chairman of the Round Table is Dr. Antoinie T. 
Knoppers, President, Merck, Sharp & Dohme International, 
Division of Merck & Co., Inc. 


—> 


CHAIRMAN KNOPPERS: Compensation is a com- 
plex affair and when one applies this to the foreign 
field, it is practically impossible to give either laws or 
even real descriptions of it. 

In my opinion, this topic is particularly timely 
because there are some basic changes in the conduct 
of American business abroad. In many fields the pic- 
ture of American business is changing from export to 
foreign operations. The wages in this country are still 
three times as high as in the United Kingdom, and 
about four times as high as in Germany. The share of 
the United States in world exports from manufactur- 
ers slipped to 24% in the second half of 1958; it had 
been 26% during January-June ’57. The present quar- 
ter of 59 shows a quite dramatic change in the import- 
export balance as well. : 

Sales have increased (among eight companies in the 
pharmaceutical field, sales increased from $167 million 
in 1954 to $260 million in 1958), but in 1954, 60% of 
our foreign sales were goods exported from the United 
States, and in 1958 this decreased to 25%. 


*The Round Table was a feature of the 43rd annual meeting of 
Tue CoNFERENCE, BOARD. 
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This is a dramatic example of a changing situation! ; 
Because of that basic factor, if you want to be com- 
petitive, you have to go into foreign operations in 
more than export fields. So the question of compensa-! | 
tion in foreign countries becomes a concern to com- | 
panies with overseas operations. om 

This-subject is complicated because in those differ- | 
ent countries we have different types of employees. | 
We have United States expatriates, the country’s 
nationals, and often nationals of one foreign country | 
working in another country. The geographic factor | 
plays a role too. 


Standard Oil Company 


(New Jersey) Program 
by Jerome M. Rosow 


Y REMARKS which will be confined to United © 
States citizens working in foreign countries— i 

the so-called expatriate personnel—will be divided — 
into the following areas: (1) special considerations — 
relating to the compensation of United States citizens: # 
working abroad as distinguished from the considera- | 
tions of compensation generally; (2) foreign service — 
pay—what it consists of and how it should be deter- i 
mined; (3) the system of allowances which relates to — 
the cost of living, income tax considerations, and 3 
special factors. v 
Under the most ideal conditions the salary pro- 
grams and pay plans of our domestic operations have ~ 
not achieved a full degree of incentive. We have along — 
way to go in finding out how to make a pay plan meet 
the objectives for which it is designed and how to keep © 
it working that way. 


SPECIAL ASPECTS OF FOREIGN COMPENSATION 


1. Critical to Job Satisfaction. When we try to 
transport our domestic compensation programs to a 
foreign country, we introduce many problems—many 
that are not often encountered in the domestic situa- 
tion. For one thing, foreign pay of American expatri- — 


“ 
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ates is critical to job satisfaction. Pay is more than 


“salary,” as we consider salary in the United States, 


| because it includes salary plus many other forms of 


payment designed to maintain the integrity of the 
salary itself. 

In many ways, the pay fulfills or frustrates the 
social and economic motives of people who go abroad. 
In some cases we have found that pay and the nature 
of the compensation program permit people working 


» overseas to sublimate other goals into the financial 
_rewards. When some dissatisfaction about working 


abroad arises for a foreign-service employee, he can 


f temporarily ride out some of his problems if the pay 
or the compensation program generally is adequate. 


2. Greater Consequence of Error. In the first place, 
there is a much more substantial investment in man- 
power per capita abroad than in the United States. It 
takes from six months to a year from the time of re- 


_ cruitment before an employee makes a contribution 


to the job overseas. This means a high investment in 


initial recruitment, movement, relocation, indoctri- 


nation, the language breakthrough, the adjustment 
of family, and the culture-shock problem. 


8. Bridges Two Economies. The compensation pro- 


gram must bridge the gap between two widely separ- 
| ated countries, with different economic conditions, 
| different compensation structures, different tax sys- 
| tems, and subject to different rates of economic 
| change. It is rooted in the United States salary levels, 
_ but it must live and survive in the country where the 
_ employees are physically located. 


It is difficult enough to keep our pay programs up 


‘to date in one country, but when we are trying to do 
this between a source of labor supply, namely the 
United States, and a location in another country, we 


have a tough problem. 

In bridging these two economies, the program must 
be responsive to United States economic conditions, 
because this is truly the labor market from which the 
expatriate personnel are drawn. At the same time it 


must remain in harmony with the local conditions and 


practices applying to people in the country in which 


_ the expatriates are working. 


The compensation program should neither provide 
financial windfalls, nor should it impose financial sac- 


| tifices. We do not want people to get rich by going 


overseas, nor do we want them to suffer and make any 
financial sacrifices as a result of having left the United 
States. 

Any pay program that provides too wide money ad- 
vantages will produce an overseas pay system that is 
synonymous with the first syllable and comes out as 
overpay. Some systems do this; companies believe 
that by paying a lot of money to everybody they will 
have a good system. But this wears thin after a while. 
The overpay is taken for granted and you are back 
to your basic problems. 
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4. Complicated by Interlocking Parts. An overseas 
compensation program is complicated by its inter- 
locking parts. It consists of a number of parts in ad- 
dition to salary, and these parts must be synchronized. 

We have base pay; then we have the foreign service 
bonus, or so-called overseas differential. When we add 
those two parts together, we have what we call “for- 
eign service pay” or base pay for working overseas. 

The third part consists of several subparts. It is the 
system of allowances and it consists at least of a cost- 
of-living adjustment, an income tax equalization 
feature, and in some cases special factors such as edu- 
cation, marital status, incentive plans, bonuses and 
payments peculiar to the legislation in the country in 
which a firm is operating. 

These component parts are each dynamic and sub- 
ject to different influences. If one or more parts are 
shrinking while others are expanding and your system 
is not designed to take these into balance, the whole 
system can be thrown out of kilter. 


5. Program Requires Flexibility. Overseas compen- 
sation must be flexible for international use. Large 
companies operating abroad in several foreign coun- 
tries need to deploy expert help from one country to 
another as the investment horizon enlarges. We know 
that unilateral moves, sending someone from one 
country to another, are complicated enough, but mul- 
tilateral moves, criss-crossing people from one coun- 
try with a series of diverse economic problems to 
another foreign country with a completely different 
set of conditions, complicate the problem further and 
increase the pressure on the pay plan. A United 
States citizen who is going abroad for the first time 
may be quite naive and willing to accept your con- 
cepts of his needs. But after he has lived abroad for 
a while and you propose a transfer to another country, 
he is not only sophisticated but he has a higher level 
of expectation. 

In the case of small companies or companies opera- 
ting only in one country or in a contiguous geographi- 
cal area, this need may not be serious. 


FOREIGN SERVICE BASE PAY FORMULA 


The base salary is the foundation on which the en- 
tire pay plan rests. Frequently, in overseas compen- 
sation, this foundation is taken for granted and more 
concern and attention are devoted to the premiums 
and special features. But if the base salary is im- 
properly determined, you have a shaky foundation 
and all the additives and special features will shake 
and tremble because they are built upon an uncertain 
base. 

I shall mention a few rules relating to base salary 
determination for people going overseas from the 
standpoint of the management administering the 
program. 

In the first place, the United States base salary for 
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an expatriate should be equivalent to the same pay 
for sufficiently similar job responsibility in domestic 
operations. A pay plan in a domestic program pro- 
vides a good base for the determination of the indi- 
vidual salary of the employee abroad. 

All too frequently, the international pay system 
and the domestic pay system are divorced; yet the 
people are drawn from the domestic career program 
for overseas assignments. 

In the second place, pay should relate to the proper 
labor market and since this market normally is the 
United States, it should reflect the prevailing salaries 
and be responsive to changes in salaries in the United 
States. 

In the third place, we should use identical or at 
least similar job evaluation methods for people going 
abroad and for people working in the domestic service. 

Next, and this is probably the most difficult to re- 
sist, let us avoid upgrading or overevaluating the for- 
eign job. Let’s not cloak the foreign job in glamour 
terms or exaggerated duties and plow these duties into 
the base salary and then add all the other factors, 
multiplied against the exaggerated or swollen base. 

Finally, base salary offers should be restricted to 
the salary range for the grade of the job. If you haven’t 
a salary range because your program is not that for- 
malized (at least to the salary normally paid for that 
job in the States), or if the salary is negotiated be- 
cause you are particularly anxious to get one particu- 
lar individual with special talents, remember you will 
have to live with that problem when that individual 
is working side by side with other Americans in the 
operation overseas. 

These rules for base salary are similar to the rules 
that apply to any good compensation system. They 
only become more important overseas because the 
base number is a multiplier and your allowances, your 
foreign pay premiums, your incentive programs, all 
multiply against the base. 


THE OVERSEAS PREMIUM 


The second component of foreign service pay is the 
foreign service differential or the so-called overseas 
premium. It should be obvious, and most of us who 
have been overseas would quickly concur I think, that 
working abroad imposes different conditions and re- 
quires a financial incentive. Yet there are some who 
believe that the overseas bonus is not necessary and 
should not be paid. 

I would like to defend the need for the overseas 
bonus. If we take the word “expatriate” out of Web- 
ster’s—I think that’s probably as good an explanation 
of the need for overseas bonus as any—it’s from the 
Latin, “ex: out; patria: fatherland,” and Webster says, 
“someone expatriated, a person who withdraws from 
his own country to live in another country; to banish.” 
And I think that exile without compensation is like 


taxation without representation. You can’t get com- — 
petent people, with a success potential, to go to work — 
overseas and voluntarily leave their own country un- | 
less you are going to make it financially attractive. | 

The premium seeks to cover certain psychological _ 
and physical needs, and Ihave grouped these into | 
three categories: personal factors, cultural factors, and — 
job-associated factors. ‘ 

The cultural factors include the following: giving ~ 
up your native land to go and live abroad; the prob- 
lem of early separation for school-age children; - 
language problems; social adjustments and family | 
problems; differences in climate, in health conditions, i 
and in food. The social factors are: the cultural shock — 
of a new and different society; the limited and different _ 
recreational and leisure-time facilities; the new politi- 
cal and legal environment; and the dangers or fears 
associated with politically unstable areas that are in- 
creasing in number all over the world today. 

The job-associated factors include the necessity for § 
tact and sensitivity in handling government and per- ; 
sonnel relations; the training activities; working in a 
foreign language or using special care in English to — 
make sure people understand what you are talking — * 
about even though they presumably have fluency in # 
English; the ingenuity in solving technical problems — 
without the help of the home office, and isolation from — 
professional resources or contacts. 

With regard to the foreign service pay in terms of — 
monetary amount, this practice varies widely—from | 
as little as 10% (and in some cases zero, unfortun- — 
ately) to as much as 40%, 

There are two types of premiums: 
amount, which is given to people regardless of where — 
they are located and which is determined by either © 
percentage or fixed dollar amount, and (2) a variable © 
amount. The uniform amount has the advantage of 
simplicity and consistency and it eliminates the prob- | 
lem of measuring differences and justifying differences, © 
particularly if you have mobility of your expatriate 
people between countries. It also eliminates minor 
variations and it is the most popular method. About 
50% of the companies like to use this premium. 

The variations are used in a minority of cases; but © 
where they are used, they are stoutly defended and — 
they relate to the degree of similarity between the 
United States and foreign conditions. The higher the 
similarity, the lower is the potential differentiation. 
Canada is the best example of a region in which we 
pay no differential. This is because Canada’s condi- 
tions are practically the same as in the United States. 
It has a favorable climate, high tourist interest, and 
modern living conditions. 

The more elaborate plans will add another “hard- 
ship factor,” which is borrowed from the design of the 
State Department program. In those posts where con- 
ditions involve extraordinarily difficult living condi- 
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tions, excessive hardship or notably unhealthy condi- 
tions, the State Department adds an additional 10% 


_ to 25%, depending upon the area. For those who have 


operations in very bad situations, I would suggest 
studying the State Department program and model- 


| ing your approach along those lines. 


SYSTEM OF ALLOWANCES 


A system of allowances, which covers the cost of 
living, taxes and ice Roger is usually designed 
to keep the employee’and to make sure his base pay 


plus his foreign premium is valid and is not hurt or 


withered away by special economic conditions that 
exist in the foreign country. 

The employee should not gain or lose in total com- 
pensation as a result of the cost of living, income taxes, 
or special factors. The cost-of-living adjustment is 
designed to compensate for any excess in living costs 
at the foreign location that are above normal in the 
United States. It should enable the employee to main- 
tain essentially the same standard of living as he main- 
tained in the United States. 

It is not intended, however, as a reimbursement for 
the full cost of living; it is not intended to make pos- 
sible a substantially higher standard of living. If you 
want this for certain executives you do not include 
country club programs, expense accounts, etc. in a 


_ general cost-of-living allowance. And this cost-of-living 


adjustment is not intended to compensate the indi- 


_ vidual for scarcity of items or differences in consump- 
_ tion patterns. These are taken care of in the overseas 


bonus. 
Although the cost-of-living adjustment is of major 


importance for the integrity of the base, it is one of 


the most difficult things to measure and it is rarely 
measured to everyone’s satisfaction. But eight out of 
every ten companies operating abroad pay a cost-of- 
living adjustment without attempting to describe in 
detail how it is computed. I shall explain five ways in 
which companies derive their cost-of-living factors. 

The first and most popular method is to base cost 
of living on the State Department local index. This 


index covers the major cities of the world and meas- 
_ ures the difference between cost of living in Washing- 
_ ton, D. C., and the foreign city. About half the com- 


panies reported such payments to Tae CoNFERENCE 
Boarp in a special study in 1955, “Compensating Ex- 
patriates for the Cost of Living Abroad.” There is an 
excellent description in that study of the State De- 
partment cost-of-living index, with its method of 
construction, strong points and suggested revisions. 

One more point on the State Department index is 
that it does not include housing, fuel, light and gas; 
therefore, if you use this index you must make a spe- 
cial adjustment for housing. Many companies do this 
merely by adjusting the difference between 15% of 
the United States salary and the cost of comparable 
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housing in a foreign location. A man makes $1,000 a 
month in New York. You assume he is spending $150 
for housing. A comparable house in Caracas, Vene- 
zuela is $250 a month. The company makes up the 
difference of $100. 

The second method is a formal company study of 
the cost of living. Here, you measure the difference 
between the cost of living in a foreign country and in 
the United States or a base city in the United States. 
In many cases we base it on Houston, Texas. 

These indexes are all expensive to install, require 
expert maintenance and can only be justified by large 
employers of expatriate personnel or by companies 
pooling the cost, where a lot of small companies oper- 
ate in one city. 

The third, so-called informal, method is where com- 
panies refer to a lot of different sources and do not 
use a single method. This provides greater adminis- 
trative flexibility but it is uncertain, highly inaccurate, 
and does not allow for clear explanations as to how it 
is determined. 

A fourth method is to satellite onto another com- 
pany. This may work out all right in cases where the 
communication between the two companies is excel- 
lent and if the smaller company is conscious of how 
the larger company determined its program. 

A fifth method, which is not popular but which may 
be tempting to new companies going overseas, is the 
use of the foreign government’s official cost-of-living 
index. I would like to caution you against this ap- 
proach. There are a number of weaknesses in foreign 
cost-of-living indexes. They are usually priced at too 
low an income level; they usually secure prices on too 
few and unrepresentative items and, finally and most 
important, they are subject to undue political in- 
fluence. 


Special Factors 


The special factors related to the cost of living are: 
(1) family status (the bachelor versus the married 
man, with the usual custom of giving the bachelor 
about two-thirds of the amount provided for the 
married man, adjusted for subsidies in housing), and 
(2) education, which is paid only to employees with 
children at schools abroad in a country other than 
the foreign country in which the parents are living. 
This may be the United States, where the children 
are located when the foreign country does not have 
adequate local facilities. In some cases there are fa- 
cilities but there are tuition costs and the company 
offsets the tuition costs. These programs are pro- 
vided for school-age children, grades one through 
twelve. 


Income Tax Equalization 


In income tax equalization, we have the problem of 
reimbursing the employee for any tax paid in excess 
of his normal United States tax or deducting the 
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savings gained by foreign residence. This prevents 
tax penalties and it also prevents tax windfalls, either 
of which can distort the over-all compensation result. 
You can design a beautiful program, with a nice cost- 
of-living measurement and a good bonus, but you may 
have a mixed-up tax situation that can play havoc 
with the whole program. 

It is complicated to adjust the two tax structures. 
Reasons for this are: (1) The tax structures even 
have two separate sets of exemptions, one in the 
United States program and one in the foreign country; 
(2) They each have separate rates of graduation of 
the tax for different income levels; (3) There are dif- 
ferences in income in cash or in kind, particularly for 
expatriates abroad (a number of hidden subsidies are 
not reflected in the income, and in trying to match 
this for tax purposes you run into special tax problems 
that have to be measured carefully). Income tax 
equalizations are not so much, formally, a part of the 
plan as are the other features, and there is no homo- 
geneous practice with regard to the so-called negative 
adjustment. In other words, where people get a tax 
savings by being in a lower tax bracket, companies 
are reluctant to take this into account in their pay 
plan. They take it into consideration, perhaps by modi- 
fying the cost-of-living factor, or make an allowance 
for it, but they would not attempt to measure it in a 
precise number of dollars. 

Foreign tax systems are rapidly reducing the num- 
ber of countries where significant tax savings exist. 


REVISING THE PROGRAM 


Once you install the program and you have these 
variables, how often should you revise them? The 
cost of living and income tax need to be looked at 
constantly, no less frequently than quarterly. But I 
would urge you not to make revisions unless they are 
needed and only within 5% or 10%. Wherever pos- 
sible, try to time the revisions to be simultaneous. 

The complexity of overseas pay is only matched by 
its controversiality. Employees abroad inevitably 
have some complaints about pay, and the United 
States executives frequently suspect its “extravagant” 
provisions. Yet, the real test lies in the contribution of 
the pay program to high stability, morale and _pro- 
ductivity among the company’s expatriate staff as a 
whole. 

Small employers should use a simple pay concept; 
large employers may well consider the multipayment 
system that I have described. The content of prevail- 
ing pay as we understand it in the United States has 
little validity in a foreign location. The pay plan must 
find its roots in United States practice with one or 
more adjustments for foreign needs. 

Companies that go overseas and try to build the 
pay plan by imitating the practices of the others in 
that city are starting from the wrong end because 


there is no labor market within this community for | 


foreign service staffs. In many cases the companies 
have agreements that they will not take people away 


from each other. Any overdesigning of the pay plan | 


may build in maintenance features, so don’t make the 
plan fancy in its initial concept and then be unable to 
keep it up in the future. 


Then, a balanced pay plan without job evaluation _ 


is only a half-way measure. Knowing how much to 
pay is not equivalent to knowing what you pay for. A 
program which achieves theoretical proficiency but 


defies lay understanding is not useful. If you can’t — 


explain the plan to your employees in simple terms, — 


it is too complicated and you should start over so 
that it can be explained and everybody can agree it | 
is fair, just and proper. Because of the problems of f 


international transfer,—the international company 


faces pay problems far greater than the company — 


operating in only one country. 


PAY PLAN NOT A PANACEA 


The pay plan is not a panacea. It cannot “com- 


pensate” for all the problems that are inherent in 


foreign employment. At best, it can adjust for dif- — 


ferences and provide a degree of financial incentive 


to the individual involved. Even the most extravagant 
and overgenerous payments are quickly taken for 
granted and fail in their purpose. 

An effective overseas pay plan is difficult to achieve 
and equally difficult to maintain. It costs more, in 
some cases double the amount in the United States. 


05 


It requires closer attention and study. It affects more ‘i. 


aspects of employer relations in the total business — 
than a pay plan in the United States, and there are no — 


snap solutions in the pay system. 


Northwest Airlines, Inc. 


Program 
by Ronald K. Carlson 


RIOR TO World War II, Northwest Airlines was 

strictly a domestic operation here in the United 
States. During the war the government awarded con- 
tracts that involved the airlift of manpower and mate- 
rials from the United States to the Alaskan mainland 
and to the Aleutian Islands. 

At the close of World War II, Northwest expanded 
its commercial operations first to Alaska, then to the 
Orient. This rapid expansion and development re- 
quired the assignment of employees to fill large num- 
bers of positions overseas. Most of the positions were 
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filled by transferees from the United States. This was 
not because the company wanted a large force of 
Americans in the Orient but because of federal license 
_ requirements attached to a number of airline job class- 
ifications which local nationals could not fill. 

At the start, Americans were sent over on tempo- 
rary assignments and on an actual expense basis. As 


rapidly as housing facilities became available and 


_ could be acquired by the company, employees were 
allowed to transfer to these locations on a permanent 
_ basis and eventually to move their families to these 
_ overseas locations. a 

_. This is no different from the rapid overseas expan- 
/ sion of a number of firms after World War I. How- 


ever, it is important to keep this rapid expansion in 


mind when discussing the problems that Northwest 
_ Airlines has encountered in the field of overseas com- 
pensation and related benefits, the problems that we 
have solved and the ones that remain unsolved. 
‘Today Northwest employees outside the fifty 
United States number approximately 400. Of these, 
approximately forty are United States citizens trans- 
_ ferred to overseas locations from the United States, 
and the remaining 360 are local nationals of the coun- 
tries in which we operate. We currently have employ- 
ees in England, Hong Kong, the Philippines, Okinawa, 
_ Korea, Formosa and Japan. 

Although the United States citizen employees 
transferred overseas are now only 10% of Northwest 
Airlines’ total employment complement in the Orient, 
_ they have represented an expenditure of considerable 
time and effort over the past ten years in establishing 
| the appropriate compensation allowances to apply to 
them. 


THE ALLOWANCE PROGRAM 


_ United States citizens transferred to positions in 
_ these stations received the same base salaries they 
_ would receive in comparable positions in the United 
- States. 

In addition, we have a many faceted allowance pro- 
gram, established and maintained as an incentive to 
interest qualified employees in transferring to overseas 
assignments and to retain their interest to the extent 
that they will remain at overseas locations beyond the 
minimum assignment period of two years, when this 
is felt to be desirable. 

A foreign service allowance of 25% of base pay, not 
to exceed $100 per month, is paid to any employee 
transferred or assigned overseas for more than thirty 
consecutive days. 

Since living and working conditions at our stations 
are substantially different from those found in the 
United States and require the employee and members 
of his family to make difficult adjustments, this for- 
eign service allowance is an attempt at a monetary 
measure of this difference. We want employees sent to 
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the Orient to be persons who are capable of readily 
adapting themselves to foreign living conditions. 

In addition to the foreign service allowance, em- 
ployees and their families transferred overseas either 
receive a quarters allowance or are furnished housing 
and utilities by the company. At some locations, 
Northwest has purchased and maintained its own 
housing units for married employees. At other loca- 
tions, such as in Korea and Okinawa, the company 
has entered into leases for housing units and in that 
way furnishes both housing and utilities to the em- 
ployee and his family. At Hong Kong employees make 
their own arrangements for housing and are reim- 
bursed for housing expenses by an allowance to cover 
rent, heat, light and fuel. 

These quarters allowances, as they are called, may be 
paid either in United States dollars or in the currency 
of the country involved. At the present time we use 
both arrangements. 

To cover the differential between the cost of living 
in the United States and the foreign base, these sta- 
tion allowance payments are made; they are calculated 
by applying the local cost-of-living index as published 
by the United States Department of State to the 
average base income of our United States employees 
assigned to overseas stations. 

These allowances are revised annually in accordance 
with changes in living costs. Our review date is March 
1 of each year. This year’s review resulted in upward 
adjustments in four overseas stations because of fluc- 
tuations in the cost of living in those areas compared 
with living costs in the United States. 

At the present time, our station allowance pay- 
ments to a married employee living with his family at 
the foreign base range from a high of 700 pesos per 
month in Manila, to no payment at all in Hong Kong 
and Taipei, where the cost of living is less than it is in 
the United States. 

Our allowance structure also includes what we refer 
to as an area allowance. This area allowance is paid 
where living conditions present, in the opinion of our 
management, an extreme hardship. The amount of 
the allowance depends upon the degree of hardship 
existing at the foreign location. At the present time, 
the area allowance applies only to Korea and to For- 
mosa. The amount paid in Korea is double that paid 
in Formosa. 

The four allowances I have mentioned so far— 
foreign service, quarters, station, and area—make up 
the basic allowance policy of Northwest Airlines. In 
addition, United States employees transferred over- 
seas may receive a school tuition allowance for two 
children to attend the American school at each one of 
our locations. They also receive a furniture storage 
allowance to pay for the storage of their own furniture 
in the States while they use furniture supplied by the 
company at overseas points. Our allowance system is 
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similar to that for overseas employees of the State 
Department. 


BENEFIT PLANS 


United States employees assigned to foreign over- 
seas stations participate for the most part in the 
regular benefit plans of the company. They are cov- 
ered by the same group life insurance, group hospital, 
surgical and medical plan, retirement plan and sick 
leave plan. 

There is a difference in vacation policy, with vaca- 
tions overseas roughly twice as long as vacations in this 
country. Since the company allows vacation time to 
accrue to a maximum of sixty work days both in the 
States and overseas, employees overseas on a two- 
year assignment normally take a local vacation of 
two weeks after the first year of their two-year term 
of service. And then upon their return to the States 
after their second year of service, they take whatever 
accrued vacation they have up to that time. For most 
employees, it amounts to about six weeks. 


COST-OF-LIVING SURVEYS 


Prior to March 1, 1958, the old adage about the 
squeaking wheel getting the oil was a good characteri- 
zation of the allowance structure applicable to United 
States employees transferred to foreign locations. 
For approximately ten years, we attempted to make 
our own cost-of-living surveys in each one of the areas 
in which we operated. 

It all began when we started our operations in An- 
chorage, Alaska. It was recognized the cost of living 
in Anchorage was far in excess of that in the States. 
Since neither the Bureau of Labor Statistics nor the 
Department of State had recently made a survey, the 
company had no alternative but to set up its own 
survey and establish its own allowances based on that 
survey. 

A simple survey was developed by the University 
of Minnesota for our use. Because employees in An- 
chorage live pretty much as employees do in the 
States, the cost-of-living survey could be kept simple. 
When the company’s operations expanded across the 
Pacific, to the Orient, this same formula was used. But 
by the very location of these foreign stations, the 
spending habits of employees changed materially, and 
the cost-of-living survey had its drawbacks in its appli- 
cation to the areas of the Far East. The surveys were 
carried out by administrative personnel of the com- 
pany in the Orient, and the allowances were estab- 
lished by the company. 

These surveys and resulting allowances were a con- 
tinual source of controversy between the United 
States employees assigned in the Orient and the man- 
agement of the company. After ten years of problems, 
it was suggested we start all over again in the allow- 
ance field to try to find the magic formula to satisfy 


the foreign employees based overseas and the man- 
agement of the company as well. Our present allow-_ 
ance structure developed from this review and study. | 

When we proposed our present system, we had a | 
selling job to do on the management of the company 
and on the employees at the overseas locations. In my 
opinion, both groups are now sold on this allowance a 
structure and are satisfied with it. 


PROGRAM FOR FOREIGN NATIONALS 


The approximately 360 local nationals whom we em- | 
ploy are spread throughout six countries in the Orient. — 
Our largest contingent is in J apan. j 

Local nationals are paid in the currency of the | 
country in which they are employed. Because of fre- | 
quent changes in currency value in some Far East’ | 
countries, we frequently must review the basic rates | 
of compensation. It is the policy of our company to | 
pay the going rate in the country in which we operate — 
for each classification of work in which we have local i 
national employees. This means we do not intend to . 
be the leader and, at the same time, it is not our in- — 
tention to lag in adjusting rates of pay where we feel ‘ 
adjustments are justified. : 

With the exception of the Philippines, all our local f 
national employees are noncontract, thus leaving us — 
the right to establish rates of pay and benefits. Per- 
haps it is improper to use the phrase “rates of pay and | 
related benefits” because it tends to indicate that rates | 
of pay are more important than the related benefits for ~ 
these local national employees. This is not necessarily 
true. The method of paying employees in the countries 
of the Orient has for the most part developed separ- | 
ately and distinctly from the method of compensating 
employees in the United States. a 

Prior to World War II, the basic pay of an individ- 
ual was probably the least important part of his total © 
compensation. In many oriental countries the extra — 
allowances, multitudinous in nature, greatly out- © 
weighed the basic pay of the individual in value. This 
procedure has changed somewhat since the end of | 
World War II, under the influence of the United © 
States and other occidental countries. However, many 
of these old practices have been incorporated into the © 
pay structures of foreign firms operating in these lo- ~ 
cations. Many of these countries have passed legisla- — 
tion providing for employee benefits. It is not uncom- 
mon in these countries to have minimum standards 
of sick leave, minimum holiday and vacation stand- — 
ards, as well as the types of labor legislation that we 
are accustomed to in the United States. 

Group insurance is approached in a little different 
fashion. Again, much in this area has been covered by 
federal legislation. For instance, in Japan, an em- 
ployer of fifty or more employees must subscribe to — 
the government’s health plan. The premiums are 
shared on a fifty-fifty basis between the employer and 
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the employee. In the case of illness requiring hospitali- 
zation, the hospital care is paid for in its entirety up 
to six months. In the case of certain diseases, such as 
tuberculosis, hospitalization may continue for two 
years without payment by the patient. Similar plans 
exist in some other oriental countries. 

Approaches to retirement also differ in the Orient. 
A typical example is Korea. Northwest has a policy of 
retirement at age sixty-five throughout the company, 
overseas and domestically. A local national employee 
in Korea upon retirement at age sixty-five is entitled 
to receive retirement pay, on a lump-sum basis, of one 
month’s pay for each year of service. This approach to 
retirement benefits may appear unusual. However, it 
is the practice of retired workers in oriental countries, 
upon receiving this lump-sum payment, to set up 
little shops of their own. The economy partly revolves 
about this system and, therefore, this plan fits nicely 
into their mode of living. 

In Japan there is social security legislation, which 
results in the Japanese employee’s receiving a small 
monthly benefit upon retirement. To supplement 
this benefit, employers in Japan have established their 
own company retirement pay policies calculated on 
the basis of one month’s pay for each year of service 
with the company. Northwest has a policy similar to 
this. 

Much might be said about the establishment of 
compensation and benefit plans for local national em- 
ployees. However, suffice it to say that the key to 
success in establishing benefits for local national em- 
ployees at overseas locations is to recognize that it is 
not possible to apply to a foreign country, right down 
the line, the American way of doing things. We must 
recognize the foreign way of doing things, the indi- 
vidualities and differences of the country, of the 
people, and their requirements. 

Profit from the experience of others. We relied 
heavily upon the experience of the companies that had 
preceded us in overseas operations. And, in turn, we 
have been more than happy to sit down with the 
representatives of domestic firms who are about to 
begin foreign operations, to keep someone else from 
stumbling as we may have done. 

It must be apparent, however, that each company 
develops its own individual ways of doing things. This 
is true in the United States and it is no less true 
overseas. There are certain differences of opinion and 
those differences enable companies to grow in their 
own way. 

As in so many fields of personnel relations, success 
or failure of any program that is established depends 
upon the best possible communications, and, along 
with communications, eternal vigilance to be sure the 
programs are not going astray, either through poor 
administration or through changes occurring in the 
countries where you operate. ~ 
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Ford International Division 


Program 
by Donald E. Irwin 


T THE PRESENT TIME we have about 86,000 

employees overseas. Of these, 150 or less than 

.2% are United States foreign service employees. Our 

policy is to staff overseas activities with local nation- 

als to the greatest extent possible and to assign a 

foreign service employee only where no qualified 
national is available. 

The general guide in establishing policies and prac- 
tices for local nationals in our overseas bases is to 
follow local customs, tempered by principles of ad- 
ministration developed in the United States. Thus, 
salary levels for local nationals at each overseas plant 
are based on the prevailing salary levels in the locality 
rather than on pay for similar jobs in the United 
States. However, the salary structures, including job 
classifications and rate ranges, are set up using job 
descriptions and job evaluation as in the United 
States. 

United States personnel working in overseas loca- 
tions are basically considered to be employees of Ford 
in the United States and are treated as such. 

Nationals receive periodic performance and salary 
reviews in a manner similar to. domestic employees. 
But because foreign service employees are assigned to 
overseas locations, there are a number of practices 
and benefits that are peculiar to this group. 


SPECIFIC ADJUSTMENTS 


Our approach to compensating United States for- 
eign service employees has been and continues to be 
that of making several specific adjustments to meet 
specific problems rather than to attempt to consoli- 
date adjustments for overseas service, either into base 
salary rates or into a single overseas premium allow- 
ance. 

We feel that having several specific adjustments 
serves two purposes: (1) foreign service employees 
will be aware of the specific basis for computing their 
compensation; and (2) flexibility in meeting the vary- 
ing situations is retained. 

Although the base salary of a foreign service em- 
ployee is determined in line with the job classification 
requirements and procedures used in Ford domestic 
operations, and for purposes of administration is ex- 
pressed in dollars per month, 70% of this sum is paid 
directly to the employee at the foreign location in 
local currency. The other 30% is deposited to the em- 


(Continued on page 303) 


Briefs on 


PERSONNEL PRACTICES 


Policy Statement on Executive Training 


To broaden their scope and potential worth, young 
executives are usually made acquainted with the ac- 
tivities of all departments during their training period. 
With some companies this exposure to other depart- 
ment activities ceases with the orientation or initial 
training period. At the Western Union Telegraph Com- 
pany, however, this idea of broadening the new genera- 
tion of managers is more than practice during the 
training course; it is pursued as a matter of policy dur- 
ing the recruit’s later development. Walter P. Mar- 
shall, president of the company, recently stated the 
policy in these words: 


“In the field of management, we should strive to develop 
men of high potential in the broad concept of managing 
the company, not limiting their scope to an individual 
department. In the last decade we have done much toward 
knocking down artificial departmental barriers, but we 
must go further in the field of management and relinquish 
the view that a man belongs irrevocably to an individual 
department. Transfers between the various departments 
should not only be encouraged but, further than that, 
should be planned as part of the development program.” 


In line with this policy, management trainees at 
Western Union will enter a twelve to eighteen month 
training program that will take them into every de- 
partment in the company. Engineers and other highly 
specialized personnel, however, will not be included in 
the rotation program. 


Stock Purchase Plan Pays Off 


In 1954, the General Tire & Rubber Company 
launched a five-year employees’ stock purchase plan 
that has now run its course. Under the plan eligible 
employees had been granted options for the number 
of shares of stock that 5% of their gross annual in- 
come would purchase at the option price. The money 
for the stock was accumulated through: payroll de- 
ductions. To visualize how the plan worked out, take 
the instance of an employee who signed up for de- 
ductions of $10 a month when the plan began. His 
total investment during the sixty months of the plan 
was $600. This entitled him to 33.4869 shares (inci- 
dentally, there was a three-for-one stock split in Sep- 
tember, 1957), which had an aggregate market value 
on April 21, 1959 of $2,302.22. Not only did this give 
the employee a 283.7% return on his $600 investment, 


but, in addition, he received $62.87 in cash dividends 
during the operation of the plan. 

Such success, naturally, brought a clamor for a sec- 
ond plan. But in getting it under way, the company 
warned the employees: “There can be no assurance 
that our common stock will perform better or worse in 
the future.” 


Spiritual Sustenance 


“Man doth not live by bread alone,” says the Bible. 
With this in mind, some companies not only pay their 
employees the wages that buy their bread but make it 
easy for them to supply their spiritual wants as well. 
At the Hattiesburg, Mississippi plant of the Hercules 
Powder Company, for example, noontime prayer meet- 


ings have been held on company property every 


Wednesday for the last ten years. And at the central 
shop of the Humble Oil & Refining Company in Hous- 
ton, Texas, noontime religious services have been con- 
ducted daily for over five years. Employees attending 
are invited to bring their lunches to the conference 
room where the services are directed by one of the 
company employees. Services are strictly informal and 
nondenominational. 


Politics and the “Average” Citizen 


More than one eminent citizen has decried the fact 
that only 60.4% of the eligible civilian population 
even bothered to cast their ballots in the last presi- 
dential election, much less take any active interest in 
politics on a year-round basis. This may be one of the 
reasons why a growing number of companies are ex- 
ploring various ways and means to encourage their em- 
ployees to become active in the political party of their 
choice. 

But what attitudes is management likely to en- 
counter in implementing such a program? What does 
the average citizen think of politics? Recently re- 
ported results of a University of Michigan survey may 
supply some answers to these questions. 

This survey set out to learn what the average citi- 
zen in Wayne County, Michigan thinks about and 
does about politics. The answer, according to these 
findings, might be summed up as “not much.” Based 
on a random sample, over half the adult population of 
the county felt politics was “dirty” or “dishonest.” 
And 43% of the precinct leaders interviewed felt the 
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same way. About one in ten in the adult population 


mentioned the idea of working for a party as one way 
of becoming a more effective citizen. But half said 
they would prefer to work with groups other than the 
Democratic or Republican parties. When asked why, 
they gave such reasons as these: political parties are 
weaker; they’re undemocratic; they’re too complicated 
to understand; they’re too narrow in interest, only 
wanting to win elections. 

More than half the adult population could see no 
difference between Republicans and Democrats in 
1956—the last presidential election year. But contrast 
this with the occupational backgrounds of the hard- 
core party workers. Fifty-four per cent of the Demo- 
cratic party workers in Wayne County were employed 
as laborers and operatives; only 3% came from man- 
agerial and professional fields. In contrast, 60% of the 
Republican party workers had professional or man- 
agerial backgrounds, and only 10% to 12% were 
laborers or operatives. 

As for active participation in politics, the findings 
show that only 13% of the adults living in Wayne 
County ever contributed to or worked for either party, 
while only 4% did so in the 1956 campaign. Professor 
Samuel J. Eldersveld, University of Michigan political 
scientist, who made the report findings public, sug- 
gests, “We really lack any meaningful concept of 
membership in the Republican or Democratic parties.” 


Handicapped Persons Answer Fan Mail 


One of the major movie producing companies has 
found an answer to its problem of replying to the 
thousands of letters sent each month to its movie and 
TV stars. And it suggests that other companies that 
receive a deluge of request mail might try the same 
procedure. The company has hired physically handi- 


_ capped persons to answer the letters and photograph 


requests. These persons perform the work in their own 
homes so the company is not obliged to provide extra 
desk space for them. 


Homes for the Arabs 


Arabs used to be known as wanderers. But their 
mode of existence has changed with the times. A total 
of 1,300 of the Saudi Arab employees of the Arabian 
American Oil Company now own their own homes. 
They acquired them under the company’s home-loan 
program. In 1958 alone, when the program’s eligibility 
rules were broadened, 650 Saudi Arab employees be- 
came home owners. Another 1958 revision raised the 
maximum loan allowed under the program from SR1 
35,000 ($9,300) to SR 80,000 ($21,300). This made it 
possible for Saudi Arab employees needing more spa- 


+*Saudi Riyals”—the coin of the realm in Saudi Arabia. A Saudi 
Riyal is the equivalent of $0.267 in American money. 
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cious quarters to enlarge the homes they already 
owned. 

Houses built under the home-loan program are lo- 
cated in residential areas convenient to company op- 
erations. Local authorities and businessmen servicing 
these areas have been very cooperative. The com- 
pany’s 1958 report of operations to the Saudi Arab 
Government (which, by the way, tells its story in 
both English and Arabic ) includes a picture in color 
of a residential area of Dammam, where many of the 
homes built under the program are situated; others 
are at Rahimah, Madinat-Abqaiq, and al-Khobar. 


An Extra Job at Noontime 


Clerical employees of the Aetna Life Affiliated Com- 
panies in Hartford, Connecticut can earn extra money 
during the noon hours by working in one of the com- 
pany cafeterias. To do so, they need clearance from 
their supervisors. If they get it, they report to the 
cafeteria department at 11:20 A.M. and return to 
their regular jobs at 1:20 P.M. The first half-hour 
they lunch; the rest of the two hours, including the 
remaining fifteen minutes of their lunch period, they 
work as cafeteria bus boys, bus girls, checkers or 
cashiers. The pay (75 cents a day, plus straight time 
for the quarter hour of the lunch period) adds up, on 
the average, to well over $5 a week.! Employees earn- 
ing such pay could be said to be “noonlighting,” as 
compared with “moonlighting”—the term applied to 
persons who hold down an evening job after their 
regular daytime job is done. 


Should Rating Results Determine Pay Adjustments? 


When companies are asked why they rate their em- 
ployees, they give a variety of answers. One reason 
that always stands high—usually first or second—is 
“to determine which of our employees get raises.” 
Companies that give this answer add: “The ratings 
not only pick out the individuals to receive raises, but 
they also affect the size of the raises given.” In these 
companies there obviously is a close tie-in of merit 
rating and salary administration. 

But in other companies ratings and salary consider- 
ations are divorced. While executives in these com- 
panies would agree that those doing good work should 
be recognized and rewarded, they cite a number of 
arguments for separating the rating scores from the 
decisions on awarding increases. Both practical and 
theoretical reasons are advanced. Some of their argu- 
ments may be summarized briefly as follows: 


e Few companies would reduce an employee’s pay 


+Qne checker and two cashiers from the clerical ranks also work 
from 7:30 to 8:15 each morning to handle the breakfast service. 
They get regular pay rates for this forty-five-minute matutinal 
stint and a 50-cent bonus to boot. 
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on the basis of a low rating, so why raise his pay 
if he gets a favorable rating? 


Ratings should cover many things and not be tied 
solely or primarily to salary considerations. 


It is unlikely that all who do good work will get 
increases under any plan. Some will be at the top 
of the grade already, some will have been hired 
too recently to warrant a raise, etc. 


e Certain employees seem to deserve raises even 
though their ratings are mediocre. An example is 
the individual of limited ability who can never 
match the performance of his more gifted asso- 
ciates but who nevertheless reports faithfully for 
work every day and does the best he can. 


e Experience shows that it is better to “slice the 
apple” into a number of pieces more or less the 
same size than to give a few large pieces to the 
outstanding workers. No one objects very strenu- 
ously to the something-for-everyone plan, but the 
other plan quickly leads to charges of discrimina- 
tion and favoritism. 

e Ratings should look forward rather than back- 
ward. The development of the individual, regard- 
less of his current standing in his work group, is 
the important thing to consider in his rating. If 
these principles are accepted, there can be little 
connection between ratings and salary adjust- 
ments. 


The Facts of Company Life 


In a practical sense, every employee is a representa- 
tive of the company that employs him. Various peo- 
ple question him about his company and what it 
makes or does. If he can give informative answers, he 
feels better and his company is better off. 

With this in mind, the Wisconsin Electric Power 
Company gives all its employees an envelope with an 
eye-catching cartoon and this legend on its face: 
“Your Handy Fact Card is inside this envelope. . 
Keep it handy for use when friends or neighbors ask 
you questions about your company.” The card en- 
closed fits in a wallet or purse. On one side, it lists 
“Powerful Facts” about the extent of the services the 
company provides for fifteen counties in southwestern 
Wisconsin; the other side shows the number of hours 
various devirical appliances can be operated for one 
cent’s worth of electricity. 

Another approach to the same objective is being 
taken by the Allis-Chalmers Manufacturing Com- 
pany. An off-size insert was tipped into the latest 
issue of A-C Scope, the “magazine of Allis-Chalmers 
people.” Against the background of an audience 
watching a drama, it told readers: 

“All the world’s our stage .. . and our products perform 
their roles wherever roachiners can do man’s work better, 

faster or more efficiently. Behind every A-C product is a 


large supporting cast .. . the employees, shareholders, deal- 
ers and suppliers who make Allis-Chalmers performance 
possible. This Fact Card is a handy ‘program’ to tell you 
who we are, where we work and how we performed in 
1958.” 


The wallet-sized “Fact Card” could be detached 
from the insert by merely punching it out. One side of 
this card listed all of the company’s plants through- 
out the world and the products each plant produces. 
Featured on the other side were a series of “Facts in 
Brief.” These included a condensed financial report 
for the past year; the number of active employees and 
the number on pensions; the annual cost per employee 
of fringe benefits; the shares of common stock and the 
number of shareholders; and the number of suppliers, 
sales offices and distributors. 


Efficiency vs. Inflation 


As part of its policy of taking a firm stand on politi- 
cal issues, General Electric enclosed a special news- 
letter, urging action to combat inflation, in the latest 
mailing of its quarterly report to its more than 400,000 
share owners. This newsletter, in addition to outlining 
the measures the company believes the government 
should take to curb inflation, points out that “there 
is much we in business can do in the interest of price 
stability by continuing our efforts to increase the 
effectiveness of individual performance and to lower 
costs in an effort to keep prices attractive and non- 
inflationary.” 


Unions Emphasize Safety at Work 


The achievement of greater safety for trade union- 
ists was the theme of the first conference of the AFL- 
CIO’s standing committee on safety and occupational 
health. Attended by representatives of over fifty 
national and international unions, promotion of safety 
and occupational health was pledged through the tri- 
fold channels of labor-management relations, educa- 
tion, and legislation. 

Emphasizing the approach of advancing worker 
safety through greater labor-management cooperation, 
the member unions were urged to: 


e Negotiate safety and health clauses in agreements. 

e Establish joint management and union safety 
committees, on which top-level management 
would serve side by side with properly trained 
union safety men. 

e Present safety problems to this committee first, 
with utilization of a shortened grievance pro- 
cedure only as a last resort. 

e Agree to safety rules made jointly by the com- 
mittee, with penalties for disobedience. 

e Have periodic plant safety inspections with conse- 
quent reports by the committee. 
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1959 Percentage Chang 
Item Unit Year Latest | Latest 
Ago Month | Montl 
July June May April March Feb. Jan. over over 
Previous | Year 
Month Ago 
E 
Consumer Price Indexes (BLS) 

RRBBT ERS A cca sieves) swisinceu oe +s 1947-1949 = 100 124.9} 124.5) 124.0) 123.9} 123.7) 123.7} 123.8) 123.9! +0.3} +0. 
Sl goad Weyer 1947-1949 = 100 119.4) 118.9) 117.7) 117.6) 117.7; 118.2} 119.0) 121.7) +0.4) —1. 
UG SS Ra eg en 1947-1949 = 100 129.0} 128.9) 128.8) 128.7) 128.7) 128.5) 128.2) 127.7) +0.1] 41. 
fica Ot Ss ee eee 1947-1949 = 100 107.5} 107.3) 107.3) 107.0} 107.0) 106.7; 106.7; 106.7) +0.2| +0 

DIPGEEAION 2 5c bake ccc eicselc cc's = 1947-1949 = 100 146.3]r 145.9) 145.4) 145.3) 144.9) 144.3) 144.1] 140.3) +0.3} +4 
sec) CE a 1947-1949 = 100 151.0} 150.6) 150.2) 149.6} 149.2) 148.6} 147.6} 144.6) +0.3} +4 
EERIE UMORT Oa 6 bog Ble shc.ninle!c\eibel dia.c ace 1947-1949 = 100 131.3} 131.1) 180.7) 130.0) 129.7) 129.8} 129.4; 128.9} +0.2} +1. 
Reading and Recreation............. 1947-1949 = 100 TID. 1) USE TET 8) 77) DLT. 3 EF AN E17 20), 216. 7h Or 8} Ee. 
Other Goods and Services........... 1947-1949 = 100 130.8} 129.2) 128.4) 128.2} 127.3] 127.4) 127.3) 127.2) +1.2| +42. 

Employment Status (Census) 
Civilian labor force................: thousands 71,338] 71,324) 69,405] 68,639] 68,189] 67,471] 67,430] 70,473 A +1. 
SSCL oR Coy PLU My Se he oe a thousands 67,594) 67,342) 66,016] 65,012) 63,828] 62,722) 62,706] 65,179| +0.4| +3. 
UAGAION (A Deco! ae 0 ee or thousands 6,825} 7,231) 6,408) 5,848} 5,203) 4,692) 4,693] 6,718) —5.6} +1. 
Nonagriculture industries............ thousands 60,769} 60,111] 59,608] 59,163} 58,625] 58,030} 58,013] 58,461) +1.1| +3. 
Mnemplovede sso 6 cs ee cet sets thousands 3,744) 3,982) 3,389} 3,627) 4,362! 4,749] 4,724] 5,294) —6.0) —29. 
Wage Earners (BLS) 

Employees in nonagr’! establishments. . . thousands p 52,354| r 52,580! 7 51,982) 51,414) 50,878} 50,315] 50,310) 50,178} —0.4) +4. 
incptackaring a8 odio. katie wok thousands 'p 16,407)r 16,449} 7 16,187] 16,029) 15,969} 15,771) 15,674) 15,161; —0.3) +8. 
TS ia tah A pl alla a thousands p 707\r 712\r 701; 692) 688) 693; 704,  705| —0.7| +0. 
Womatrietiong ee cscs ca weet one ce ei thousands p 3,032\r 2,980\r 2,834) 2,656} 2,417) 2,256} 2,343] 2,882) +1.7) +5. 
Transportation and public utilities. . thousands p 3,943|r 3,943/r 3,914) 3,881) 3,865] 3,835} 38,836] 3,907) 0 +0. 
CAR), Ae ee een ee thousands p 11,292) r 11,347|r 11,234) 11,131) 11,083} 10,990) 11,052] 10,984; —0.5) +42. 
LATEATCDS Gaal, 22 tis tell pgs a a nr thousands p 2,A67|r 2,443)\r 2,413) 2,404) 2,386] 2,371] 2,363) 2,410) +1.0} +42. 
EK VICe MEMO ie cia. ce kateb ales’ thousands p 6,601|r 6,617)r 6,583} 6,508} 6,377) 6,333] 6,314] 6,465} —0.2) +2. 
ROW ERD Gt alae allt isso! ara oyares seid, aicless thousands p 7,905|r 8,089|r 8,116) 8,113] 8,093] 8,066) 8,024) 7,664) —2.3} +3. 

Production and related workers in mfg. 

employment 
: All manulachuring :5.).)6.'e deco es's thousands p 12,456] 7 12,520) 7 12,299} 12,167] 12,117] 11,937) 11,855) 11,353} —0.5| +9. 
a LDS SS ee thousands p 7,178\r 7,246)r 7,139] 7,022) 6,937] 6,794) 6,739] 6,270} —0.9] +14. 
yy INDMOMITA DIC Rtn cei vic toe a+ vas thousands p 5,278\r 5,274)r 5,160] 5,145) 5,180} 5,143} 5,116} 5,083} +0.1) +8. 

Average weekly hours 
AMP manufacturing i )\.of%shseie oes ole dle number p 40.417 40.7 40.5 40.3 40.2 40.0 39.9 89.2) —0O.7| +3. 

F| 1 ETON Ce 5 a 5 St SA number p 40.8\r 41.4 41.1 40.9 40.8 40.3 40.4 39.4, —1.4, +3. 
| Nondurables ee. hase ee. number ip 39.87 39.7\r 39.6] 39.5) 39.5) 389.4) 39.3) 39.0} +0.3| +2. 

_ Average hourly earnings 
All manufacturing: .o)).).cawieca ss im dollars ip 2,.23|\r 2.24 2.23) 2,93| 2.92) 2.290! 2.19) 2.13} —0.4) +4. 
LEDER Gs Fs 3 eae ing a dollars ip 2.39 2.40)r 2.39 2.39 2.38 2.36 2.35 2.28) —0.4) +4. 
Wonduraplern yn. . ease Veit 2 dollars p 2.01) 2.00)r 2.00; 2.00} 1.99} 1.98] 1.98} 1.94) +0.5} +8. 

_ Average weekly earnings 
ecaAll manufacturing../<....¢.00500.. dollars p 90.09|}r 91.17) 90.32) 89.87; 89.24) 88.00) 87.38} 83.50} —1.2) +7. 
ULE UPD esos feiss elon pease nied « dollars p 97.51\r 99.36} 98.23 97.75) 97.10) 95.11} 94.94) 89.83} —1.9}| +8. 
SNORWNIAIE Nr its < ult oo sas dollars ip 80.00)r 79.40}/r 79.20} 79.00) 78.61} 78.01) 77.81} 75.66} +0.8} +65. 

Straight time hourly earnings (estimated) 

All manufacturing. .... Aes Ah amet dollars SLT 2 Ove 2.16 2.16 2.16 2.14 2.18 2.09) —0.5) +8. 
TDi tee, Se a ee dollars p 2.31 2.31 2.30 2.31 2.30 2.29 2.28 2.23 0 +8. 
PNOGMGUTADIONN Cari colons asc ties: dollars p 1.96 1.95}r 1.95 1.95 1,94 1.94 1.94 1.90} +0.5} +8. 


| 'urnover Rates in Manufacturing (BLS) 


DODATALIONS UN eaeies site ser Sele kl ss: per 100 employees |p 3.0/r 2.8/r 2.9 3.0 2.8 2.6 3.1 SO) ards es oO 
TESTS ee ae ae per 100 employees |p 1.3] 1.3; 1.3; 1.1; 1.0/ 0.8] 0.9] 0.8] Oo | +62 
LUC RES 0) RES Ss en per 100 employees |p 1.l1]r 1.0 Lil 1.3 1.3 1.3 Ly 1.8) +22.2) —38 

| QC RECLIE RUA ay eee per 100 employees |p 3.2\r 4.4\r 3.6 3.5 3.6 3.3 3.3 3.2| —25.6) 0 
p Preliminary. ay r Revised. A—Less than .05%, 
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White Collar Union Drives Planned 


ROUSED by alleged invasions of his union’s 
A jurisdiction, Howard Coughlin, president of the 
60,000-member Office Employees’ International Union, 
declared in his keynote address to that body’s eighth 
biennial convention: “We now find ourselves fighting 
not only the old CIO unions, which had the right to 
organize, but also some former AFL unions.” 

OEIU delegates then proposed a resolution “author- 
izing the executive board to withdraw from the AFL- 
CIO and the Canadian Labour Congress if OEIU 
jurisdiction was not respected,” reports White Collar, 
official OEIU newspaper. President Coughlin there- 
upon relinquished the chair to argue successfully that 
the powers given to the executive board in such a 
resolution were too broad and that such a drastic 
change should only be taken up at a convention called 
for that purpose. A substitute measure authorizing the 
executive board to call such a special convention if, 
in their judgment, it “was necessary” was promptly 
forwarded and approved by the delegates. 

In other resolutions, states the union paper, the 
OEIU embraced a program of giving “top priority to 
organizing the unorganized” by: 


e Calling on the AFL-CIO and the CLC “to merge 
all organized office workers in the United States 
and Canada under the banner of the OEIU.” 

e Demanding that the AFL-CIO institute a national 

organizing campaign in collaboration with the 

OEIU “to bring additional unorganized office 

workers under the banner of our international 

union.” 

Having all locals report the existence of inde- 

pendent unions to the international in order to 

“conduct a joint campaign” to affiliate these with 

the OEIU. 


Just prior to the OEIU convention, both the AFL- 
CIO and CLC had set up committees composed of 
representatives of affiliated unions to further investi- 
gate the possibilities of organizing white. collar work- 
ers. In Washington, D.C., thirteen unions from the 
Industrial Union Department formed themselves into 
the Committee on Professional and Technical Em- 
ployees and mapped out a program of action. Their 
immediate aims, reports The Machinist, official organ 
of the International Association of Machinists, are: to 
conduct an educational program viewing the problems 
of salaried workers; to prepare pamphlets showing the 
benefits employees reap from collective bargaining; 


and to study legislation affecting these types of em- 
ployees. 

Meanwhile, in Canada, twenty affiliates of the CLC, 
chaired by the congress’ director of organization, es- 
tablished a committee to coordinate their efforts at 
white collar unionization, reports the 


RWDSU Record. 


biweekly | 


The committee will serve as a clearing house for 


information on such matters as the extent of organiza- | 


tion, wage and salary data, and trends in bargaining, 
states the Retail, Wholesale and Department Store 
Union paper. 


Plant and Workers Move 
“Unique in industrial history” is the way Eastern 


Solidarity, official monthly of the United Auto Work- 


ers, describes the transfer agreement recently worked 


out between the Chrysler Corporation and the UAW. © 


Under its provisions, Chrysler agreed to move “vir- 


tually its entire work force” from its Evansville, In- | 


diana auto works to its soon-to-be-opened plant in St. 
Louis. 
The agreement, which is designed to preserve the 


> 66s 


workers’ “job equity,” will transfer employees “by 


seniority as they are needed.” However, due to the 
automated nature of the new plant, it will need at 
least 1,000 fewer workers than the 5,000 currently em- 
ployed at the Evansville plant, states the union publi- 


cation. Those who are not making the move will either — 


receive payments from the “separation pay provisions 
of SUB” or a pension if they qualify to retire. 

Three hundred workers have moved to St. Louis 
thus far, with 1,000 more scheduled to follow within 
the next two months, says Eastern Solidarity. The 
corporation’s decision to move was triggered by trans- 
portation advantages and market conditions at the 
new site. 


Seafarers Suspended from Canadian Labour Congress 


The 14,000-member Seafarers’ International Union 
has been suspended by the Canadian Labour Congress 
for “raiding” another congress affiliate. The expulsion 
followed a disregarded warning issued by the CLC 
executive board to “restore to the National Associa- 
tion of Marine Engineers all collective agreements 
covering employees within the latter’s jurisdiction.” 

The executive board, reports Canadian Labour, offi- 
cial organ of the CLC, invoked a constitutional provi- 
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| sion empowering it to “take appropriate action where 
an affiliated union raids the established collective bar- 
gaining relationship of any other affiliate.” The CLC 
had exercised this power twice previously, when it 
suspended the American Federation of Technical Em- 
ployees and the International Union of Operating 
Engineers. However, the SIU will have an opportunity 
to appeal its suspension next year at the CLC conven- 
tion, which will be held in Montreal in the spring. 

Joining in the charges of raiding leveled against the 
SIU in Canada was the independent International 
Longshoremen’s and Warehousemen’s Union. This 
union had respected the picket line of the 1,500- 
member marine engineers’ group, only to discover 
that its “work on the docks” was being turned over 
“to the SIU, which scabbed the jobs of the longshore- 
men,” says the CLC monthly. In The Dispatcher, the 
official ILWU biweekly, SIU spokesmen were quoted 
“as stating that they propose to take over the entire 
British Columbia waterfront.” 


‘Union Helps Town Regain Industry 


- When the town’s largest manufacturer abandoned a 
plant which had employed 300 shoe workers, leaders 
of a shoe workers’ local in DeSoto, Missouri joined 
_ hands with prominent citizens in a “bootstraps” effort 
that succeeded in bringing in a new shoe company. 

A citizens’ committee, spurred by a loan of $10,000 
from the Shoe Workers Union, borrowed nearly $300,- 
000 to provide working capital to modernize the old 
plant,” reports The Glove Worker Bulletin, organ of 
the International Glove Workers’ Union. Later, when 
the modernization was completed, the committee had 
no trouble selling the services of its “experienced 
skilled employees” to another shoe manufacturer. By 
September, “at least half the jobs in this town of 6,000 
will have been recovered .. . with prospects good for 
eventual employment of all laid-off employees.” 


Another Right-To-Work State Allows Agency Shop 
Indiana’s highest court unanimously decided that 

the state’s right-to-work law permits labor-manage- 

ment contracts in which all workers in a bargaining 


_ unit may be required to pay a “fee” to the authorized 


union whether or not they are members, reports the 
CWA News, official publication of the Communica- 
tions Workers of America, AFL-CIO. 

The right-to-work law on the books in Indiana de- 
clares it to be public policy “that membership or non- 
membership in a labor organization should not be 
made a condition to the right to work or to become an 
employee of or to continue in the employment of any 
employer.” Despite this, says the CWA monthly, the 
agency shop has been used by many unions in right- 
to-work states in order “to enable them to skirt the 
compulsory open-shop law.” Since the union is re- 
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quired to negotiate for all workers in a bargaining unit 
whether or not they are dues paying members, the 
union paper argues, “all workers have an obligation to 
pay a fee to the union as their collective bargaining 
agency.” 

Judge Dewey Kelley, speaking for the court, said 
that “there is no prohibition against the requirement 
of the payment of fees or charges to a labor organiza- 
tion. The Indiana law merely prohibits agreements 
and contracts which require membership in a labor 
organization as a condition of employment.” Thus, the 
union paper states, Indiana joins such other right-to- 
work states as Nevada, Arizona, and North Dakota in 
permitting the agency shop. 


ILWU and Teamsters Announce Hawaiian Pact 


In a joint statement, the International Longshore- 
men’s and Warehousemen’s Union and the Interna- 
tional Brotherhood of Teamsters, both independent, 
have announced “an agreement for mutual assistance” 
in Hawaii, reports The Dispatcher, official ILWU bi- 
weekly. 

This pact, according to the union publication, final- 
izes an earlier agreement which had been described by 
Teamster President James Hoffa as follows: “We have 
set up a tentative agreement on jurisdiction in Hawaii, 
under which we agreed to use the economic power of 
each organization to assist in organizing the unorgan- 
ized.” 

Under the terms of the final agreement, the Team- 
sters will organize the public’ warehousemen and 
drivers, including those in construction, while the 
ILWU, with 25,000 Hawaiian members already in the 
fold, retains the right to “organize all workers in the 
islands not specifically in Teamster jurisdiction.” As 
a result, states the union paper, the Teamsters hope to 
raise membership on the islands from 3,500 to 6,000. 
Procedures for ironing out possible future jurisdic- 
tional disputes were also put in writing. 


Unions Sponsoring Housing Co-ops in New York City 


Four unions are providing the financial backing for 
two new housing cooperatives which will be built in 
two former slum areas of New York City, thus giving 
modern homes to some 4,548 families, reports the 
AFL-CIO News. 

Near the center of New York’s garment industry, 
the International Ladies’ Garment Workers’ Union is 
erecting a 2,820-unit development. “The union’s pen- 
sion fund is backing the co-op with a $20 million 
mortgage,” the official AFL-CIO publication states. 

On Manhattan’s East Side, construction is already 
under way on a cooperative 1,728-unit project, jointly 
sponsored by the Hatters Union, District Council 9 of 
the Painters’ union, and Local 3 of the International 
Brotherhood of Electrical Workers. 
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Families seeking to move into either of these proj- 
ects must first make an equity payment of 20% of the 
cost of the apartment, the AFL-CIO News estimates. 
The additional monthly carrying charge will amount 
to $24 a room in the ILGWU houses, and $21 in the 
joint union co-op. 

Joun J. McKew 


Division of Personnel Administration 


Stock Options 


(Continued from page 273) 


an executive earning $50,000 would be eligible for 
no more than 2,500 shares. 


e One company sets the maximum by salary grade, 
ranging from 800 shares at grade fifteen up to 
10,000 shares at grade twenty-five. 


e In one company the value of the option cannot 
be greater than 30% of the total compensation 
of the executive on a specified date and in no 
event more than 350 shares. 


e One company sets a maximum for each plan year, 
but not for the total shares granted over the 
life of the entire plan, which is the usual case. 
In this company, the option price times the 
number of shares cannot be larger than the 
annual compensation of the executive, and no 
more than 10,000 shares can be granted in one 
plan year. 


Another way of looking at the maximum size of 
an individual option is, of course, as a per cent of all 
shares reserved for options. This is shown below in 
the sixty-two plans for which it could be calculated: 


Less than SoG) corer er. aie 13 plans 

Bo BOLO: MEL TN ed Ae © 14 plans 
10% to TE Goidiete ie thie cele tela 26 plans 
TS Tonto 2b OG es tele sete ok Daa ea 5 plans 
ABT BM Oper yeh: 8.. as oe view taut 4 plans 


Term of Individual Option 


Sixty-seven of the ninety-six plans specify that an 
executive must exercise his option to buy no later 
than ten years after the date the option is granted; 
within this limit set by law, the option period for 
a specific executive generally is at the discretion of 
the stock option committee. (Judging from proxy 
reports, most executives are given the full ten years 
to exercise their option.)! As shown in Table 3, this 
predominance of the ten-year option period was not 
at all apparent in the early plans studied by the 
Board. ; 


*In five plans all options expire on the date the plan terminates. 
Thus, as each plan year passes, the maximum option period auto- 
matically becomes shorter. 


' 


Table 3: Period During which Option May Be Exercised 


Number of Plans 


Option, Term 1958 1951 
UmdentS years cies 2 caine ies — 3 
Toner MAME Po arn MTS ey oN AUR | Q 1 
CPS SEN ei k HOR GR ARNIS BRED BLN PON IN (a — 1 
5 Sele ae eA ES Ta tae Te w/t aba £8 Zo) 14 28 
Aa Cink ALS Aces Ce, MN AD, cathe, al Q g 
i tinea kaon em A LE Nebo D etn ly Ne. 6 19 
BU EL eR i a SS 4 3 
DR uh, oh eS AE a ae Ee — — 
ROU Aas ee A ee 67 17 
Over LO tis sk, eke. et eae 1 28 
Ml 3 i) Uta oe oa Ra ogg Hp 96 76 


* Options granted prior to June 22, 1954 could rum longer than ten years. — 


Waiting Period 


In thirty-one of the ninety-one plans for which 
information was available, an executive can begin to 
buy stock as soon as the option has been granted. 
But the other two-thirds of the companies require the 
executive to wait anywhere from six months to two 
years before he can exercise any part of his option. 
This waiting period in the sixty plans is shown below: 


Waiting Period Number of Plans 


6.monthss che) igen ee ee Q 
TP monthss vsti econ piu ee ee ee 32 
Tai month ss cess eaten, aval ect eaekeee 1 
TS monthe es pe... hee ee eee q 
24 months ........... 18 


ADT ESS t teeter eect eens eee etareeseeteeeeeeee 


Installment Grants 


The waiting period is, of course, one device in 
a stock option plan designed to encourage executives 
to remain with the company. Another device is to 
restrict the rate at which an executive can exercise 
his option. Forty-five plans have this limitation, 
thirty-one of them in addition to a waiting period 
and the other fourteen without a waiting period. 
The amount of option stock that may be exercised 
at any one time in these forty-five plans is shown 
below. 


Exercise in Annual Total After Wait- No Wait- 
Installments of Plans ing Period ing Period 
TO9G per'yeariesl uct ee Q 1 1 
2097p periyear Wave ae ed Wier 14 10 4 
QOToPETAV CARIN Lint, Added Aeaeees 10 9 1 
SS. 7oi DOL EAT iki d ese tse, 5 3 2 
Equal annual installments ........ 10 6 4 
Otherge vent cose ee ses 4 a Q 
Dptabass Asselin Sar ihe 45 31 14 


Except in one plan, an executive does not have to 
exercise his option rights as they accumulate under 
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the above Dabelidneat In this one plan, however, an 
executive loses his right to buy the option stock in 
any installment if he does not do so within four years 
from the beginning of the installment year. 


| Employment Agreement 


| In thirty-nine companies the option agreement 
which the executive signs includes a clause to the 
effect that the executive will continue to work for 
|the company a specified time after the date the 
option is granted. Typically, the executive agrees to 
continue employment for one year (thirteen plans), 
‘or two years (twenty-three plans). Three years is 
specified in two plans. And “until retirement” and 
“during the term of the option” is specified in one plan 
| each. 
In fourteen plans the executive cannot exercise 
any part of his option during the term of employment 
specified; the waiting period is at least as long as 
the employment period. In the other thirty-five plans 
that allow the executive to exercise part of his option 
during the agreed-on employment period, one com- 
pany requires the executive to sell back to the 
company at the option price any exercised stock if the 
executive breaks the employment agreement.! 


Financing the Option 


_ Four of the plans allow an executive to exercise 
his option by periodic payroll deductions. Two of 
these merely point out that the stock option com- 
mittee may provide for the payment of the stock on 
_a payroll deduction basis. But the other two are more 
_ specific: 

e In one case, the company pays 4% interest on 
| payroll deductions for stock option purposes, 
but only 2% is paid if the money is withdrawn 
prior to the actual purchase of the stock. 


e The other plan specifies that the first installment 

must be at least 10% of the purchase price. The 
full purchase price plus 3% on unpaid balances 
| must be paid within six years after the purchase 
date or, if earlier, within ten years of the option 
| award. 


“Options at Termination 


The Internal Revenue Code allows a company to 
_ grant an executive who leaves the firm three months 
in which to buy any unexercised part of an option. 
| Most of the plans follow this provision, but a few 
| require an executive to forfeit all rights to unexercised 
options at termination. Nine plans call for forfeiture 
| even if termination is due to retirement, and thirty- 
five plans require forfeiture if the executive resigns. 


*Tt might be noted in this context that fifty-two plans require the 
executive to sign an agreement that he “is acquiring the shares for 
investment and not for the distribution thereof.” 
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If the executive dies while he is an employee, his 
heirs or estate are given an opportunity to exercise 
any part of an option which the executive otherwise 
was eligible to buy. Only one of eighty-nine plans 
for which the information was available does not 
allow this, although one plan allows only one-half 
of the unexercised option to be so used. Typically 
the estate has one year (fifty plans), three months 
(fifteen plans), or six months (twelve plans) within 
which to buy the stock. In four plans the time period 
is nine months; in two plans each, fifteen months and 
eighteen months; and in one plan each, two years 
and three years. 

Haruanp Fox 
Division of Personnel Administration 
* At least twenty-seven companies extend this right to the estate 


if the executive dies within three months after termination of em- 
ployment. 


Compensation Overseas 
(Continued from page 295) 


ployee’s account at a bank in the United States and 
is paid in dollars. 


OVERSEAS PREMIUM 


In recognition of the fact that foreign service em- 
ployees are serving overseas and away from the cus- 
toms, conveniences and pleasantries of the United 
States, they are paid an overseas premium in addition 
to base salary. This separate payment is a per cent of 
base salary and ranges from a high of 20% for em- 
ployees earning below $900 per month to no overseas 
premium for employees earning a base salary of $1,416 
or more per month. The overseas premiums are paid 
in dollars and deposited in the employee’s United 
States bank account. 

I might mention that on this point we are consider- 
ing a change in our policies. We propose to have no 
cutoff at the top. We plan to extend our 10% premium 
regardless of the man’s salary. 

We do have changes in our pay system because of a 
bonus plan. Other companies might not want to have 
varying per cents of base salary as a premium, but it 
ties in very well with our bonus plan. 


SPECIAL ALLOWANCES 


In foreign locations where living costs exceed com- 
parable costs in the United States, the company pays 
a cost-of-living allowance sufficient to absorb the 
excessive costs. We usually use the Department of 
State indexes compiled for foreign areas as the basis 
for such payments. 

Where a foreign service employee cannot find ade- 
quate quarters, including utilities, costing less than 
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17.5% of base salary, the company provides a rental 
allowance to make up the excessive cost. Related to 
this, we also reimburse employees for reasonable ex- 
penses in modifying electrical appliances to fit local 
current characteristics and in making initial altera- 
tions, such as painting, cutting draperies and rugs, 
and other things. 

Foreign service employees are reimbursed for reason- 
able costs for education of their children, if available 
public schools do not provide an educational curricu- 
lum and services reasonably comparable to those pro- 
vided in public schools in the United States. 

I should explain that for most companies, including 
Ford, educational assistance other than travel costs 
are provided only for elementary and high school and 
not for college. We do pay transportation costs for 
college students and now we are considering paying 
the transportation cost of one parent to accompany 
the child when he enters college. 

The company also absorbs the cost of instruction in 
the language of the country of assignment for the 
employee and spouse and, in certain cases, if the chil- 
dren are old enough, for the children. 


HOME LEAVE 


Foreign service employees are eligible for forty- 
nine days of home leave, plus travel time, one way by 
air and one way by ship, every thirty months. The 
company pays travel expenses to and from Detroit, 
but no special payments are made for the period of 
actual home leave. 

In our home leave policy, I think we differ from 
most companies. When a person is transferred back to 
the United States, or quits or leaves the company for 
any reason, we do not pay him for any home leave. 
The purpose of home leave does not apply if a man is 
brought back to the United States to live. 


TAXATION 


The company assumes no obligation or responsibil- 
ity in connection with the income taxes of its employ- 
ees, except as required by applicable laws. Employees 
are individually responsible for the payment of per- 
sonal income taxes both in the United States and 
abroad. However, foreign service employees are reim- 
bursed for any amount that their taxes on income 
from the company exceed what they would have been 
if the services had been performed in the United 
States. : 

Some companies have different programs. I know 
one that deducts from base salary the United States 
income tax that an employee would have paid had he 
worked in the United States. The company then pays 
the taxes in’ the foreign country for that employee. 
That takes care of the countries where the income tax 
is less than in the United States as well as the coun- 
tries where the income tax is more. 

There are some other special plans related to com- 


pensation benefits. In these provisions I include medi- 
cal examinations, travel expenses to and from 
overseas, assistance in getting a personal car overseas, 
assistance in obtaining a car for use on home leave, 
storage of personal effects in the United States, sever- 
ance pay, and club membership. 

We do not guarantee employment for foreign serv- 


ice employees who return to the United States, but we — 


do make an extended effort to place such people 
appropriately. 

I might say our policies are aimed primarily at see- 
ing to it that an employee does not lose money for. 
going overseas. But the only thing we expect our em- 
ployees to make a profit on is the overseas premium. 
Everything else is straight compensation. 


[ 


CASE~PROBLEMS 7 


The balance of my discussion will cover three specif- _ 


ic cases that I have selected because I think you will 
find them of interest. I have not chosen these cases — 
because they throw any aura of glory on the Ford 
Motor Company nor because we think we have the 
ideal solution. Rather, I have selected them because 
they were, and are, particularly knotty problems, 
which probably are not peculiar to Ford. 


In two instances, we have not yet reached a satis- 


factory solution, and therefore I can only detail the 


considerations. 
The first case concerns cost of living. It is one pecul- 


iar to United States foreign service employees. As I 


already have stated, we pay 70% of base salary in — 


local currency, and we pay a cost-of-living allowance 


where needed, following the pattern of the State 


Department. 
In the last couple of years, a situation arose in one 
of the South American countries where the cost of 


living was rising rapidly and where the currency ex- 


change rates were fluctuating wildly. Neither the 


company nor the foreign service employees were — 
happy. The employees felt that the rapid rise in the — 


cost of living was not adequately reflected in cost-of- 


living statistics. Currency exchange rates seemed to — 


fluctuate independently of the inflation within the y 
country, sometimes penalizing employees and some- — 


times, perhaps, giving them an advantage. Our solu- 
tion may make theoretical purists worry but, on the 
other hand, it is not simply opportunistic. Rather, it 
represents an analysis of the factors contributing to 
the unsatisfactory situation and establishment of 
practical control over these factors. From the practical 
view of month-to-month administration, it is working. 

Instead of attempting to follow the wide swings of 
the free market, we arbitrarily froze the rate of cur- 
rency exchange used for payment of foreign service 
salaries. And we now periodically conduct our own 
cost-of-living survey both in the overseas locations 
and in Detroit. The methods used are analogous to 
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‘those used by the State Department, although not 
entirely as rigorous statistically. But the end result 
/is an index of the cost of living which is acceptable 
| both to the employees and to the company, and which 
| can be computed by us whenever we feel price changes 
| warrant a “check-up.” We use this index to adjust the 
'pay levels expressed in local currency converted at an 
_ arbitrarily figured rate. 
| The second case that I shall discuss comes from 
| Europe, but it could have been anywhere. And it is 
not peculiar to the automobile industry, but common 
_to companies having operations in several overseas 
locations. 
| We recently established an office in Brussels to as- 
' sist in the administration of our operations in Europe 
and Egypt. 
' Until now, in all our overseas operations, we have 
tried to pay local nationals at local prevailing rates. 
When there was not a qualified national available, we 
_ have assigned a United States foreign service em- 
ployee; we have felt there was no inconsistency when 
| we have paid that employee a salary which was com- 
_ pletely out of line with local standards. But the Brus- 
sels office has presented us with a different situation. 
We expect to staff the lower-level jobs, clerical people, 
' secretarial, etc. with local people from Brussels. How- 
ever, at the management level we are staffing some 
_ positions with United States foreign service employees 
and some positions with employees of our various 
_ European operations. 
The assignment of United States foreign service em- 
_ployees will introduce no new problem. But just how 
should we compensate an employee of our Amsterdam 
plant who is transferred to Brussels and is put on 
_ “foreign service” from Amsterdam? I can only outline 
some of the considerations and problems involved. 
The cost of living in Brussels is high—117 on the 
State Department index. The cost of living in Am- 
| sterdam is low—89 on the State Department index. 
Thus a man who is transferred from Amsterdam to 
' Brussels will experience roughly a 30% increase in 
his cost of living. Prevailing pay rates for comparable 
jobs are higher in Brussels than m Amsterdam but 
» not high enough to take care of this difference. There- 
| fore, while Amsterdam pay rates expressed in dollars 
are lower than salaries in Brussels, in reality they are 
| higher. Expressed another way, a month’s work as a 
| local sales manager will buy more goods and services 
| in Amsterdam than in Brussels. 
| Also the man from Amsterdam has vested interests 
| in such benefits as pensions at his home plant. 
| Ford has a large local sales and assembly activity 
| at Antwerp, only a few miles from Brussels. Some 
| Belgians may be transferred back and forth. And we 
| should retain such flexibility. 
| Other European countries will probably be involved 
| in staffing this European office. ~ 
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While Brussels is only a little over 100 miles from 
Amsterdam, it represents a different country. Should 
we pay an overseas premium? 

We do not pay an overseas premium for Canada; 
we do for Mexico. 


The man from Amsterdam, from the standpoint of 
the Belgians, is a foreigner. He may or may not need 
financial assistance to maintain a level of living in 
line with the role expected of him as a foreign business 
man. 


My third case problem involves working hours. For 
most Europeans, the customary workweek for hourly 
paid employees has been based on forty-five or forty- 
eight hours per week. That is, this number of hours has 
been customary for locally controlled industry. In con- 
trast, Ford activities in Europe have traditionally 
worked a forty-hour week, with the hourly rate ad- 
justed sufficiently so a Ford worker earned at least as 
much in forty hours as his neighbor did in forty-eight. 
Recently in some European countries there has been a 
movement towards shortening the workweek with no 
reduction in pay. Not surprisingly, the organizations 
representing Ford workers are asking adjustments to 
preserve their historical advantage. At the same time, 
the European automobile manufacturers have been 
making tremendous strides in the postwar years, and 
car making in Europe today is a highly competitive 
matter. 

The concluding chapters on the shorter workweek 
and European labor organizations are still to be 
written. 


Most United States companies have found the com- 
pensation and benefit plan practices for employees 
here in the United States form a vast and intricate 
subject requiring the continuing attention of special- 
ized staff men or consultants. Transfer of the geo- 
graphical location of employees from the United 
States to foreign operations does nothing to reduce 
the complexities and in many ways it compounds the 
factors in each problem area. 


QUESTION: How do you offset tax advantages or 
disadvantages when there is no resemblance between 
written tax laws and tax administration? 

MR. ROSOW: I imagine the questioner is referring 
to the fact that the tax law may bear little resemblance 
to tax enforcement. But I think in most cases employ- 
ers have the advantage of experience which they can 
draw on both in terms of the taxes that the people 
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are paying and in informal discussions with the staff. 
They can then make some sort of a compensating ad- 
justment to the real tax situation. 

In some cases, this situation is assisted by the for- 
eign countries having a certain percentage of the tax 
withheld at the source. 

But, when you are first moving into the country, 
it might be well not to do anything on taxes until you 
are more familiar with what tax payment is as distin- 
guished from the tax law. 

QUESTION: Do you compare a foreign tax with the 
United States tax on just base salary, excluding over- 
seas bonus and living expenses or allowances? 

MR.IRWIN: We reimburse on the basis of compari- 
son with what the federal taxes on base salary would 
have been in the United States—that is what we pay 
taxes on. If an employee is compelled to pay taxes on 
the overseas supplement, he may include those taxes 
in his total (because this is foreign tax) for comparison 
with his assumed United States tax on base salary. 

Some countries have threatened taxes on these re- 
imbursements. We have attempted to renegotiate 
with those governments, and in every case so far we 
have negotiated so we do not pay taxes on taxes. 

MR. ROSOW: I agree, except we are more conserva- 
tive and we judge United States taxes on base plus 
the foreign premium only. I think the real question is, 
what would the employee have paid in taxes on his 
salary had he remained in the United States? 

One other note that was not raised in the question 
but which is important is the growing area of state 
taxes. For example, in New York State, taxes are now 
becoming substantial and at these income levels run 
close to 10%. We do not take into account state taxes 
because of the wide variations, which would be too 
complicated to measure. 

QUESTION: If you do not want to make money out 
of your allowance program, how do you justify not 
taking account of a tax windfall? Would you deduct it 
from allowances and bonuses? 

MR. ROSOW: I suggested that the income tax equa- 
lization feature should take care of it for both sides. I 
must admit we use several methods in our company. 
In Cuba, for example, which is a country in which 
there are certain tax savings, we take a credit for the 
saving and adjust it in the total pay formula. In 
Venezuela, where there are substantial tax savings, we 
do not take a credit in the formula but take a credit 
by not having adjusted the cost-of-living allowance 
for a number of years in recognition of the fact that 
taxes have been acting as an offset to the stable cost- 
of-living allowance, which we know would be some- 
what higher than the present level. Although we are 
taking that situation into account somewhat infor- 
mally, we are recognizing it in the formula approach 
where all these things will be added and subtracted. 

CHAIRMAN KNOPPERS: Generally speaking, I 


would say it’s easier to include benefits and differences 
than to deduct advantages. Sometimes they balance 
out. 

QUESTION: Do you operate on the basis of equal 
base pay—equal work and responsibility with respect 
to expatriate and national employees? If you evaluate 
a function, for instance, for an expatriate in a foreign 
country, do you look at the function alone or do you 
take into consideration also the fact that the man has 
more difficult complications and he has no immediate 
access to technical advice? And how do you refer that 
to expatriate nationals? ‘ 

MR.IRWIN: We don’t believe it is proper for us to 
pay a United States salary to a Frenchman who goes 
to Holland. One of the most important points to con- 
sider when you think about differeneces in pay be- 
tween the European and American is the fact that 
when the average European quits work he will get 
about 70% of his final pay as pension, whereas the 
American gets only 30%. And the European not only 
gets his pension for himself but if he dies, the widow 
and children are covered; in the United States he has 
to buy insurance to cover that contingency. 

QUESTION: Should an American be upgraded in 
job evaluation because of his special responsibilities in 
dealing with the nationals, training nationals, etc.? 
Should different sets of facts be used in job evaluation? 

MR. ROSOW: In a study we made on this problem, 
we concluded that this situation could cause an imbal- 
ance in our job evaluation program because a condi- 
tion prevalent for all expatriates is the training of 
nationals, the need to learn the language, ete. It is’ 
better to take it into account as one of the rationaliza- 
tions for your overseas premium and not to consider 
it every time you look at a job and say, “This job has 
certain responsibilities, and we’ll upgrade it.” 

One other side of the question is whether nationals _ 
should be paid the same as Americans if they have 
the same job responsibility. I think this is probably 
the most complex question because of the predomin- 
ance of nationals in the operation, with expatriates — 
being a small minority of the work force. We have. 
only one country in the world, Venezuela, where we 
have matched our U. S. pay system for the Venezuel-_ 
ans to the point where the salary ranges for both are 
almost identical, as is the job evaluation, the merit 
program, and everything related to the system. But — 
this is due to the fact that the economic level of 
salaries for middle management people in Venezuela 
is almost equal to that of the United States. In other 
economies where there is a wide gap between the two, — 
it is difficult to attempt to pay the nationals salaries : 
that are identical to those of the expatriates. | 

However, there is great national feeling developing 
in many areas of the world on these pay relationships. 

QUESTION: Do incentive compensation plans work — 
as successfully with foreign nationals as they do in the | 
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United States? How necessary are they in the field of 
‘sales and cost? 
_ MR. CARLSON: For our sales employees, we have 


an incentive program which applies in the same 


fashion to sales personnel in the States as it does over- 


seas. If sales personnel exceed their prescribed quota, 
they receive a certain amount of compensation in 


addition to their regular compensation. The program 
jis administered in the same fashion for both expatri- 
ates from the States and the local nationals, the only 
‘difference being that the amount of compensation for 
the local nationals is paid in local currency. 

_ MR. IRWIN: I don’t want to get into the difference 
‘between incentive compensation and profit sharing, 
but if an overseas affiliated company makes a sufficient 


\profit, there is a bonus for certain individuals. In re- 
gard to the question of whether it has the same effect 


“overseas as here, I doubt it. 


a 
: 
: 


: 


| 


For example when you conduct salary surveys to 


see how your employees compare with other employees 
in that country, you are apt to forget the supplemental 


compensation. And that is a very real thing if you are 
- going to compare total income with another company’s 
scale. 

MR. ROSOW: In profit sharing we follow, in most 
cases, what the law requires in the country. Where 


‘the law requires a profit sharing bonus to be dis- 
|tributed to all employees, we distribute the same bonus 


| 


| 


| 
i 


. 
: 


1 


to the expatriates. 

A good example is Venezuela, where there is a 
profit sharing law which provides that 1674% of base 
pay be paid at the end of each year, or the equivalent 
of two months’ salary. But because of this, Creole em- 
ployees do not participate in certain features of a 
‘savings plan which is in effect in other parts of the 
world. 

QUESTION: How do you handle the different 


standards of living that might occur between expatri- 
ates and nationals? 


Do you have a special educational program before 


people leave, especially expatriates, for countries where 


there is a poor standard of living? 

MR. IRWIN: When we move an expatriate from 
one country to another, we put him into the pay scale 
of that country, if it is higher. If it is lower, we do not 
reduce it. 

CHAIRMAN KNOPPERS: We do reduce it some- 
times because it can happen that an expatriate in a 
certain spot gets more money than a first-rate super- 
visor. 

MR. ROSOW: We have that problem all the time 
and in Venezuela we have solved it because there are 
no differences, really, in over-all pay, between the 
American and the Venezuelan with like responsibili- 
ties. At the present time, the government is conduct- 
ing an investigation of all the oil companies in the 
country, according to the submission of the salaries of 
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all the Americans and all the Venezuelans, by grade 
level, to see whether these differences are of major 
significance. This is part of a program which may put 
more pressure on forcing Americans to turn over jobs 
to the nationals, but we are happy to do it if we can 
get more adequately trained personnel to take those 
jobs. On the other hand, in a country with a wide 
difference in the salary structure, there are substan- 
tial differences which may be a source of constant 
problems. 

MR. CARLSON: With regard to Japan, Korea, and 
the Philippines, we have, I think, been able to take 
care of the problem. The salary structure for the 
United States employee is fixed and understood, and 
even though the local national man is doing the same 
job, the salary is determined for him on the basis of 
the going rate for the job in the local country. It has 
no relationship to what the man from the United 
States may be making. 

CHAIRMAN KNOPPERS: We feel that, generally 
speaking, it is a problem that should be looked upon 
from two sides, by giving a good preparation and edu- 
cation to the man who is going to leave the United 
States, and on the other hand, by explaining to the 
nationals that these are the facts of life and we have 
to recognize them. 

QUESTION: This question on retirement benefits 
applies to two kinds of people: (1) men who have 
been with the company in the States and then been 
transferred abroad to a foreign assignment; and (2), 
people who never were with the domestic company, 
but who have been brought in from outside for assign- 
ment abroad. 

When you send people abroad, do you cover them 
under your United States pension plan? I refer to 
people who are not going abroad on a two-year basis 
but for an indefinite stay. If you have a pension plan 
in England, let’s say, for the English employees and 
you send a man from here to England, do you cover 
him under the United States plan or your plan in 
England? And have you found the Internal Revenue 
Department accepts the extension of these retirement 
benefits to Americans going abroad as part of the 
United States plan? 

MR. ROSOW: In almost every place our people are 
covered by benefit plans similar to those of the do- 
mestic benefit programs, except that they have fea- 
tures in recognition of the overseas character. 

For example, in the pension area, the benefits are 
quite similar except that the overseas program recog- 
nizes an earlier retirement age, a different (higher) 
pattern of employee contributions, and a higher rate, 
as compared to the domestic contribution. 

But the pension that the man will draw for overseas 
service as compared to what he would have drawn in 
domestic service is similar. It shoots at something 
close to 50% of pay. The same general objectives apply 
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to insurance, health programs and the like. The pat- 
tern would be similar to the domestic plan in relation 
to or in recognition of the overseas feature. But for 
the national employees, all the plans are closely 
wedded and related to the legislation and social pro- 
grams in the particular country and have no relation 
to the United States. 

MR. IRWIN: Any employee hired by the Ford 
Motor Company for service overseas is considered a 
foreign service employee and therefore is eligible for 
our pension plan. Sometimes companies do not have 
a ruling from the Internal Revenue Service to allow 
people working overseas to share in the United States 
pension plan. Then you have a problem. However, in 
our plan and in most plans there is a coverage under 
the Internal Revenue Code that anybody on a United 
States payroll is eligible. 

QUESTION: They pay completely here? 

MR. IRWIN: We pay all our Ford service people 
70% in local currency and 30% in dollars. They are 
carried on a Ford foreign service payroll. 

QUESTION: Why does the United States State De- 
partment’s index vary so much when compared to the 
United Nations’ index? 

MR. ROSOW: The simplest reason is that the 
United Nations’ index is based on Geneva, as 100, 
whereas the United States index is based on Washing- 
ton, D. C., so you get a mixed-up relationship if you 
try to place them side by side. I would certainly not 
attempt to compare these two. They have a different 
base point, and also have different expenditure pat- 
terns and are aimed at different personnel. When you 
construct a cost-of-living index, you have to realize 
it is based on a particular income level, and you have 
to decide whether you are going to use a particular 
spending pattern or whether you will strike an average 
for everybody. In other words, you have to get the 
details on how the indexes are constructed before 
comparing them. 

QUESTION: Because of his function, is the expatri- 
ate forced to maintain a higher standard of living than 
he does in the United States due to the fact that he 
moves in a high-status group? 

MR. ROSOW: I don’t think that is a real problem. 
If the cost-of-living factor is based on maintaining 
substantially the same level of living as in the States, 
the American will probably be at the upper cost-of- 
living standard in the country in which he is located 
anyway. 

QUESTION: What practices have been established 
for employees in Alaska? 

MR. CARLSON: When we first began our opera- 
tions in Alaska, the company considered it to be a 
foreign location so we established allowances that 
would normally be used for a foreign country. Over 
the past ten years we have tried to modify our ap- 
proach so that today we do not pay any overseas 


compensation or foreign service bonus. The only dif-| 
ference is a cost-of-living allowance based on figures} 
that we get from the Alaskan State Government,| 
which are compared to the cost of living in the con-| 
tinental United States. In this way we establish al 
station allowance for our employees in Alaska. | 

QUESTION: Mr. Irwin, would you please repeat} 
your two-point solution of the cost-of-living index| 
with the heavy fluctuations? | 

MR. IRWIN: In Brazil we found we are actually} 
reimbursing our people at the rate of around 180) 
cruzeiros to the dollar. We felt the cost of living was) 
rising at a much lower pace than the cruzeiro was | 
inflating. We felt to break even with the United States | 
we should have been paying a lower rate. So we de- | 
cided that all our people would be paid for all their! 
allowances at the rate.of 120 cruzeiros to the dollar| 
regardless of the free market. We would then establish | 
our own cost-of-living index, based on 120, and we 
would reimburse the employee for whatever the cost | 
of living was over that 120. We found that worked | 
very well, and people were happy in spite of the fact 
we cut almost all their salaries by doing it. 

QUESTION: Can any speaker cite information or | 
studies on the differences in the total costs of employ- 
ing Americans rather than nationals, and vice versa? | 

MR. ROSOW: It depends upon which country. In 
Venezuela, it costs us about the same for a national — 
as for an expatriate. We feel that, if the present situa- 
tion continues, ultimately the nationals may cost even 
more. In our total package in Venezuela, we figure 
about 150% of base pay for all the benefits, whereas 
in the United States it is around 40% of base pay. 

On the level of jobs, if you’re talking about a pro- | 
duction job, you will get a different spread between — 
the national and the United States citizen. I don’t — 
think there is any one answer. 

QUESTION: Is there any normal base for the de- 
termination of a travel allowance, insurance, deferred 
compensation, or do these things have to be handled 
on a strictly individual basis, country by country? — 

CHAIRMAN KNOPPERS: The differences in the — 
level of living and in social legislation are such that itz 
is impossible to try to set up any one plan or set of 
plans that will be effective in more than one country. 

MR. ROSOW: With regard to the United States 
citizen, I would urge that the plans be uniform insofar . 
as possible. Otherwise you run into very complicated f 
problems of transfer and reassignment of expatriates — 
from one country to another. The fringe benefit pro- — 
grams immobilize the people in terms of movement _ 
and this relates to the question of what salary base — 
you use in computing the benefit program. I think — 
I may not have mentioned in my prepared remarks 
that we use the United States base salary plus the 
foreign service premium as a base against which the _ 
benefits are computed in most countries. } 


| 
| 
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| QUESTION: Where a United States employee is 
transferred, for instance to an Italian subsidiary that 
joes not have a pension plan or other fringe benefits, 
10w can we continue to build up benefits for the 
United States employee, payable by the Italian com- 
pany? 

CHAIRMAN KNOPPERS: I think the question 
aas been answered partially. You have to make a deci- 
tion whether you want to pay completely in the Italian 
sompany and then you make allowances for the losses 
"he employee has by going there, or you pay him 
“artly here and partly there. 

MR. IRWIN: One company moved its operation to 
5witzerland recently and the Americans received ap- 
‘proximately the same as they would have received in 
hhe States. In other words, the company set up a pen- 
jiion plan in Switzerland for the Americans, as well as 
“nedical programs, hospital programs, stock adminis- 


) QUESTION: What does Ford use, Mr. Irwin, as the 
ompensation base for employees participating in re- 
‘\ irement plans, insurance plans, and so on? I under- 
_'tand you pay 30% of the base salary. Do you include 
i he amount paid in local currency? 
1 MR. IRWIN: Yes. 
| QUESTION: That part paid by the Ford Motor 
Eempany? 
| MR. IRWIN: We bill everything to the overseas 
‘ wrganization, including the cost-of-living allowance, 
"he 30% in dollars, etc. 
‘| QUESTION: Mr. Rosow, in your remarks, you 
nentioned a company could provide a separate over- 
‘eas premium and separate cost- of-living allowance. 
did your company give consideration to providing a 
' ingle allowance, which would be a combination of 
‘tour overseas premium and a cost- -of-living allowance? 
_ MR. ROSOW: I was referring to the components in 
ihe over-all formula. It is quite possible that some 
ompanies might express the formula in one figure. 
think, however, that in communicating to the em- 
Noyees, in ee revisions, and keeping abreast of 


io terms of merit increase. In other words, if there is a 
jaerit increase, it applies to the base plus the premium 
vhereas the cost-of-living allowance is only designed 
\s a balance wheel for keeping up with local conditions 
jo as not to cut into the normal compensation. 

QUESTI ON: We have a plant in Singapore, and our 
jaanager is always coming back with the glorious tales 
if the oil companies’ and other fabulous retirement 
lans that allow one or two or three years’ credit for 
etirement for every year of service overseas. What do 


7 | 
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your people do, particularly in the tropics, where they 
die sooner? 

MR. ROSOW-: I can answer for the Latin countries. 
We do accelerate the age factor. I believe I talked 
about a sixty-year retirement age instead of sixty-five, 
or earlier retirement at fifty-five overseas as against 
sixty in the States. It works out something like two 
and a half years credit for every two years of service 
overseas. I don’t know of any company that does 
much more than that. 

MR. IRWIN: Be cautious about taking any one 
policy of one company. Take the whole package. You 
will run into trouble if you compare one portion of the 
program of a company versus that of another. 

MR. ROSOW: A company might be very rich in its 
pension. Then you find that they are pulling in on 
something else, the premium or other factors. You 
have to add all the components up to get an accurate 
picture of the compensation program. 


Management Bookshelf 


The Executive Overseas—This book presents a searching 
analysis of the attitudes and problems involved in rela- 
tions between United States and foreign executives. The 
author uses Mexican management situations as the main 
pattern for his discussion but refers to other cultures 
for illustrative and comparative purposes. Through an 
analysis of personality relationships, individual motiva- 
tions, etc., the book focuses on the individual United 
States executive’s efforts to achieve effective working 
relations with his foreign associates. The author believes 
that managements have considerable distance to go in 
effectively training men for foreign work; that more 
thought must be given to the administrative training of 
foreign executives; and that improved communication is 
necessary to improve home office relations with foreign 
units that are fully staffed with foreign executives. By 
Dr. John Fayerweather, Syracuse University Press, 
Syracuse, New York, 1959, 200 pp., $4. 


Man and Organization—Three Problems of Human Rela- 
tions in Industry—Problems involved in conducting socio- 
logical research in business and industry are discussed 
in this book. It is based upon three lectures delivered 
by the author at Dartmouth College in 1958. He argues 
that many “human relations” programs have failed to 
produce the desired changes in working relationships 
because they have ignored those environmental factors 
which have produced the relationships. He proposes the 
“Interaction theory” as the most productive conceptual 
framework for the analysis of employee actions. In the 
final section he suggests ways in which the findings of 
university researchers may be applied by cooperating 
managements. By William F. Whyte, Richard D. Irwin, 
Inc., Homewood, Illinois, 1959, 103 pp.; $4.50. 


Significant Pay Settlements 


—— 


Company, Union! and Duration of Contract 


Pay Adjustments 


Fringe Adjustments % 


American Radiator & Standard Sanitary 
Corp. with 
Potters in Tiffin, Ohio; San Pablo and Torrance, 
Calif.; Kokomo, Indiana; Trenton, N. J.; New 
Orleans, La.; and Toronto, Ont., 1,777 hourly 
Effective 5-30-59. Contract expired 
New contract: 1 year 


Babcock & Wilcox Co. with 

Boilermakers in Barberton, Ohio, 2,800 hourly 
Effective 7-59. Wage reopener 
New contract: 2 years 


Boeing Airplane Co. with 
Professional Engineering Employees Association 
in Seattle, Wash., 8,250 salaried and with 
Wichita Engineering Association in Wichita, 
Kansas, 1,400 salaried 

Effective 5-11-59. Contract expired 

New contract: 1 year 


Cessna Aircraft Co. with 

IAM in Wichita, Kansas, 2,739 hourly 
Effective 7-6-59. Contract expired 
New contract: 2 years 


Forty-two New York City furniture stores with 
Retail Clerks in New York City, 800 salaried 
Effective 5-1-59 (signed 17-2-59). Contract 
expired 
New contract: 3 years 


Lewin-Mathes Co. (Div. of Cerro De Pasco 
Corp.) with 
Steelworkers in E. St. Louis, Ill., 1,200 hourly 
Effective 7-1-59. Contract expired 
New contract: 3 years 


Radio Corporation of America with 
IUE in Camden, Cherry Hill, Moorestown and 
Somerville, N. J.; Cincinnati, Ohio; Detroit, 
Mich.; and Los Angeles, Calif., 12,500 hourly 
Effective 6-1-59. Contract expired 
New contract: 3 years 


Richardson Co. with 
Rubber Workers (Company-wide agreement at 
plants in 6 states), 1,500 hourly 

Effective 6-1-59. Contract expired 

New contract: 5-year master contract 


Sperry-Rand Corp. (Remington Rand Division) 
with 
IVE in Tlion, New York, 1,480 hourly 
Effective 6-1-59. Wage reopener 
Contract expires 11-9-61 


Weyerhaeuser Timber Co. with 
Woodworkers in Oregon and Washington, 8,000 
hourly 

Effective 6-1-59. Contract expired 

New contract: 2 years 


DURABLE MANUFACTURING 


4% increase for hourly workers, 8¢ for piece 
workers (applied to rates after inequity ad- 
justments) 


8¢ per hour general increase 


314% general increase 


9¢ per hour average increase: from 7¢ to 11¢; 
5¢ per hour additional for crew chiefs 

Deferred increase: 744¢ per hour effective 
7-4-60 


$3 per week for nonselling employees (mostly 
clerical); varying bonus payments for selling 
employees depending on volume of sales 

Deferred increase: Add’l $2.50 per week each 
year, 1960 and 1961 


6¢ per hour general increase 
Deferred increase: 5¢ per hour 7-1-60 


7¢ per hour general increase plus skill adjust- 
ments 

Deferred increase: 7¢ per hour general increase 
7-30-60 plus skill adjustments 


Wages not subject to negotiation 


3¢ per hour general increase 


716¢ per hour general increase; add’] wage ad- 
justments ranging up to 17)4¢ per hour 

Deferred increase: 2.5% increase for hourly em- 
ployees and 5¢ for piece workers 6-1-60 
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Revised: Insurance, health and welfare pro; 


, 
i 
4 
Added: Funeral leave pay 3 
b 
No change 3 
4 
; 


| 
4 
Added: Major medical insurance and sick . 
plan } 
Revised: Holiday pay, vacation pay ‘ 


us 
' 


Added: Pension plan in 1961 


Added: Pension plan and additional holi 
Revised: Increased company contributior 
pension fund 


Added: Differential vacation pay for lai 
employees; rehiring pool established in s 
locations 

Revised: Major medical changed to noncont 
utory 5-30-60, improved hospital-surg 
insurance ; 


Revised: Pension and insurance agreem 


SUB plan, hospital and surgical imsuré 
(Goodyear plan) : 


No material change 


Revised: Health and welfare benefits 7-1-59. 
vacation pay 6-1-60 


MANAGEMENT RECO 


ompany, Union! and Duration of Contract 


lerican Viscose Corp. with 

ttile Workers in Meadville, Marcus Hook and 
{viston, Pa.; Parkersburg and Nitro, W. Va.; 
| Front Royal, Va., 8,000 hourly 

\Mffective 6-1-59. Contract expired 

New contract: 3 years 


) mation Milk Co. with 

'’DSU in Sheridan, Michigan, 51 hourly 
Iffective 6-1-59. Contract expired 

New contract: 2 years 


justrial Rayon Corp. with 

‘tile Workers in Cleveland and Painesville, 
o and Covington, Va., 4,000 hourly 
‘Mfective 6-15-59. Contract expired 


jnson & Johnson with 

stile Workers in New Brunswick, N. J., 1,700 
uirly 

fective 5-15-59. Contract expired 

New contract: 2 years 


imsanto Chemical Co. with 

i:mical Workers in Everett, Mass., 650 hourly 
“Uffective 6-15-59. Wage reopener and one-year 
/ xtension 

ontract expires 6-14-61 


‘tional Authority for the Ladies’ Handbag 
Jlustry with 

‘rketbook and Novelty Workers in New York 
q 'y, 5,000 hourly 

“fective 6-1-59. Contract expired 


New contract: 3 years 


‘wv Jersey Brewers Association (representing 
{Ballantine & Sons; G. Kreuger Brewing Co.; 
heuser-Busch, Inc.; Pabst Brewing Company; 
jl Liebmann Breweries) with 

umsters, ind., in New Jersey, 4,000 hourly 
 iffective 4-1 “59. Contract expired 

New contract: 3 years 


iterwear Industry with 

ithing Workers in New York, 18,000 hourly 
iffective 6-1-59. Contract expired 

New contract: 1 year 


Wrific Coast Association of Pulp & Paper 
\mufacturers with 
lp, Sulphite & Paper Mill Workers and Paper- 
ikers & Paperworkers in Oregon, Washington 
®California, 20,000 hourly 

ffective 6-1-59. Contract expired 
New contract: 1 year 


| 
{insalt Chemicals Corp. with 
Ost. 50, UMW in Wyandotte, Mich., 697 hourly 
[Effective 3-9-59. Contract expired 

New contract: 2 years 


jpperell Mfg. Co. with 

| ictile Workers in Biddeford and Lewiston, 
line, 2,350 hourly 

" Bffective 4-20-59. Contract expired 

New contract: 3 years 
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Pay Adjustments 


NONDURABLE MANUFACTURING 


General increase averaging 11¢ per hour 
Deferred increase: 5¢ effective June 1960 and 
1961 


12¢ per hour general increase 
Deferred increase: 10¢ add’l per hour effective 
2nd year 


5% (approx. 10¢ per hour) general increase 
Deferred increase: 244% (5¢ per hour) in 1960 
and additional 244% in 1961 


7¢ per hour general increase; unspecified in- 
equity adjustments 
Deferred increase: 6¢ effective 5-15-60 


11¢ per hour general increase 
Deferred increase: 8¢ increase and cost-of-living 
adjustments during 1960 


$3 per week increase for all week workers and for 
all piece workers earning less than $90 per 
week 

Deferred increase: Add’l $2 effective 9-8-60 


$5 per week increase for inside workers, $4 per 
week for outsiders 

Deferred increase: $5 and $4 additional for each 
group in 2nd year; $4 and $3.50 for each group 
in 3rd year. Additional $5 per week over con- 
tract term for stock handlers 


714¢ per hour general increase 


3% (5.5¢ to 14.5¢ per hour) general increase 


8}4¢ per hour general increase; 7¢ per hour ex- 
isting cost-of-living allowance incorporated 
into base rates; adjustments ranging from 
3¢ to 10¢ for various classifications 

Deferred increase: 8¢ per hour effective 2nd year 


71% %, general i increase 
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Significant Pay Settlements—Continued 


Fringe Adjustments 


Revised: Vacation pay, holiday pay and dis- 
ability pay 


Revised: Hospital, medical and surgical benefits, 
vacation pay 


Added: 4th week of vacation after 20 years 
Revised: Insurance plan and additional group 
insurance benefits 


Revised: Vacation pay 


Revised: Sick leave benefits 


Revised: Overtime pay, holiday pay 


Revised: Welfare benefits, pension plan, holiday 
pay, jury duty pay and funeral leave 


Added: 7th paid holiday 
Revised: Company) contribution to welfare in- 
surance 


Added: 7th paid holiday 

Revised: Increased premium pay for holiday 

work, additional company contribution to health 
and welfare plan 


No change 


No change 
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Significant Pay Settlements—Continued 


Company, Union! and Duration of Contract 


The Pillsbury Company with 

RWDSU in Hamilton, Ohio, 200 hourly 
Effective 3-19-59. Contract expired 
New contract: 2 years 


Spencer Chemical Company (Jayhawk Works) 
with 
Business Representative Council in Joplin, Mis- 
souri and vicinity, 625 hourly 

Effective 6-1-59. Contract expired 

New contract: 2 years 


Cleveland Electric Illuminating Co. with 
Utility Workers in Cleveland area, 2,600 hourly 
Effective 4-1-59. Wage reopener 
Contract expires 4-1-60 


Detroit Edison Co. with 

Utility Workers in Detroit, Mich., 3,500 hourly 
Effective 6-1-59. Wage reopener 
Contract expires 6-15-61. Next wage reopener 
6-15-60 


Virginia Electric and Power Co. with 
IBEW in Richmond, Va., 2,695 hourly 
Effective 4-1-59. Contract expired 

New contract: 3 years 


Pay Adjustments 


11¢ per hour general increase; inequity increases 
ranging from 5¢ to 15¢ per hour for 14 of work 
force (because of changes brought about by 
automation of plant) 

Deferred increase: 5¢ per hour 3-19-60 


9¢ per hour general increase 
Deferred increase: 7¢ per hour 6-1-60 


NONMANUFACTURING 


814¢ to 15¢ per hour (approx. 12¢ average) gen- 
eral increase; add’) 514¢ to 8 line department 
jobs; shift premium increased to 8¢ an hour 
from 7¢; Sunday premium increased to 15% 
from 10% 


4¢ to 17¢ per hour increase; 10¢ existing cost-of- 
living allowance incorporated into base rates 


4.75% increase across the board plus rate ad- 
justments 
Wage reopenings in 1960 and 1961 


1 All unions are affiliated with the AFL-CIO unless otherwise indicated. 


Fringe Adjustments 


No change ~ 


Revised: Group insurance plan 


Revised: Company contribution to hos Di 
zation 


No change 


Revised: Sick leave, vacation pay 
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In the September Business Record 


Capital Appropriation Approvals Up—tn the second quarter, new approvals, on 
an adjusted basis, declined slightly but were still well above year-ago levels. 
More promising signs were the broadening of the recovery to include almost 
all industries and a continuation of backlog building. This report on a con- 
tinuing Board survey, financially sponsored by Newsweek, of the 1,000 
largest firms also considers appropriation prospects for the second half. 


Rise in Discretionary Income—About two-thirds of the $12.4 billion increase in 
disposable income in the first half of the year can be considered as discretion- 
ary income, according to the latest quarterly report on this Conference Board 
series. Important differences in the relationships of the two measures of 
income to consumer goods sales are indicated. 


Divergent Trends in Price Indexes—In his review of price trends since the start of 
the present recovery, the author points to the movements of nonfood items 
as a determining influence on the consumer price index, commodities other 
than farm products on the wholesale price index, and the nonfood components 
on the spot commodity index. The author’s analysis of these inner divergencies 
in price indexes leads to a discussion of the extent to which steel wage settle- 
ments since 1-947 have set off price rises not only in steel but in other indus- 
tries within these important ‘‘nonfood-nonfarm’’ sectors. 


Consumer Buying Plans Blossom—The purchases of consumers in the coming 

7 months are expected to sustain the economic expansion of 1959. This is one 

of the major conclusions of the fourth report in a continuing survey of buying 

plans, sponsored by Newsweek. Plans to purchase new automobiles and most 

appliances are well above last year’s levels. The report includes for the first 

time year-to-year comparisons of buying plans for specific items and a dis- 

cussion of the influences on these plans of income, occupation, age, home- 
ownership and changed financial status. 
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BILLIONS DOWN THE DRAIN 


There are between 7 and 8 million handicapped 
workers in the labor force. Yet, 2 million more 
who are considered employable are without 
jobs. Assuming that these people could earn 
the modest wage of $50 a week, putting them 
to work would increase their annual purchasing 
power by over $4 billion; would augment tax 
revenues by nearly $1 billion; and would raise 
corporate earnings sizably. In addition, the com- 
munity would be spared onerous relief costs. 

This vast waste of manpower may in part 
derive from a prejudice—the atavistic notion 
that a man must be physically perfect in order 
to hold down a job. In spite of the beneficent 
experiences of hundreds of firms that hire the 
handicapped and the results of numerous sur- 
veys which affirm that, if properly placed, the 
disabled are often more productive than ordi- 


nary workers, the old attitudes die 
the growth of sedentary jobs and 1 
decline of blue-collar employment op 
opportunities for the utilization of ¢ 
the handicapped. 

“The Company and the Physical 
Worker” discusses reasons for em 
disabled, keys to successfully integ, 
into the work force, and the influer 
on their employment. A special sectic 
ines the insurance aspect, refuting 
that insurance rates rise automat 
the handicapped are hired. Eleven ¢ 
of corporate programs are incl 
do not have a copy of this report, ¥ 
Board for Studies in Personnel Policy, Ne 
The price to Associates is $2.50; to no 
ciates, $12.50. ) 
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